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THURSDAY,  MAY  22,  1975 


The  hearing  reconvened  at  9:00  A.M.  on  Wednesday,  May  22,  1975 
in  the  Chambers  of  the  Montana  House  of  Representatives,  State 
Capitol,  Helena,  Montana. 

The  Honorable  Carl  M.  Davis,  Hearings  Examiner,  presided  over 
the  proceedings. 


APPEARANCES 


APPLICANTS 


William  M.  Bellingham,  Esq. 

John  L.  Peterson,  Esq. 

John  Ross,  Esq. 

DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

Ted  J.  Doney,  Esq. 

Robert  T.  Cummins,  Esq. 

Arden  E.  Shenker ,  Esq. 

William  Sheridan 
Donald  McIntyre 

BOARD  OF  HEALTH  AND  DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES! 


Richard  Klinger,  Esq. 

NORTHERN  CHEYENNE  TRIBE,  INC.: 

Peter  Michael  Meloy,  Esq. 

NORTHERN  PLAINS  RESOURCE  COUNCIL 

Leo  Graybill,  Jr.,  Esq. 
Gregory  H.  Warner,  Esq. 


Steve  Brown,  Esq 


The  following  proceedings  were  had: 

HEARINGS  EXAMINER:  Are  counsel  ready  to  proceed? 
MR.  BELLINGHAM:  Applicants  are  ready,  sir. 

MR.  SHENKER:  The  Department  is  ready. 

MR.  MELOY:  We  are  ready,  Mr.  Examiner. 
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MR.  BROWN:  The  Board  and  Department  of  Health  are 
ready . 

MR.  GRAYBILL:  The  Northern  Plains  Resource  Council 
is  ready  to  proceed. 

HEARING  EXAMINER:  Very  well.  You  may  proceed  with 
the  cross-examination  by  the  Department  of  Natural  Re¬ 
sources  by  Mr.  Shenker. 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Cross,  by  Department  of  Natural  Resources  and  Conservation 

By  Mr.  Shenker 

Q  Yesterday,  Mr.  O'Connor,  at  the  conclusion  of  your  direct  ex¬ 
amination  by  Mr.  Bellingham,  you  were  giving  him  your  views  on 
how  the  load  of  Montana  Power  Company  was  sure  to  increase. 

Do  you  recall  that,  sir? 

A  I  remember  talking  about  the  increase  in  our  load,  yes,  sir. 

Q  Yes,  it  is  also  true,  Mr.  O'Connor,  is  it  not  that  during  the 

time  that  you  have  been  with  the  Montana  Power  Company,  you 
have  not  had  any  direct  responsibility  for  load  forcast? 

A  Load  forcasting  has  not  been  one  of  my  responsibilities. 

Q  Right,  but  one  of  the  factors  that  you  described  yesterday  in 
explaining  your  answer  to  Mr.  Bellingham  was  that  you  were 
confident  that  there  would  be  an  increase  in  agriculture  use 
of  energy,  isn't  that  right? 

A  Yes,  sir. 

Q  In  order  to  explain  that,  you  stated,  that  there  would  be  a 
likely  increase  in  feedlots,  isn't  that  true? 

A  I  said  that  there  had  been  an  increase  in  feedlots. 
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Q  Are  you  aware  of  the  fact,  Mr.  O'Connor,  that  in  1964  in  the 
state  of  Montana  there  were  600  f eedlots ,  in  1969  there  were 
470  feedlots,  in  1973  there  were  389  feedlots,  and  in  1974 
there  were  305  feedlots? 

A  I  do  not  know  what  that  has  to  do  with  energy  consumption „ 

Q  Mr.  O'Connor,  will  you  answer  my  question,  please,  sir? 

A  No ,  I  didn't  know  that,  I  didn't  know  the  numbers. 

Q  But,  you  would  agree  with  me,  would  you  not  that  when  there 
were  600  feedlots  and  there  are  now  305  feedlots,  that  does 
not  sound  like  an  increase? 

A  It  doesn't  sound  like  an  increase  in  numbers. 

Q  Yes,  how  about  the  numbers  of  cattle  on  the  feedlot>  do  you 
think  that  those  have  increased? 

A  I  do  not  have  any  idea. 

Q  You  have  no  idea?  You  did  not  know  that  in  1973  there  were 

160,000  head  of  cattle  in  feedlots,  and  in  1974  there  were 
122,000  head  of  cattle  in  feedlots? 

A  No,  sir,  I  didn't  know  that. 

Q  But,  if  you  were  to  know  that  now,  wouldn't  that  suggest  to  you 
that  indeed  there  will  be  no  projection  that  you  can  use  from 
the  past  to  determine  an  increase  in  feedlots  in  this  state? 

A  The  number  of  feedlots? 

Q  Yes,  Sir. 

A  I  would  agree  with  that. 

Q  And,  the  number  of  cattle  on  the  feedlot? 

A  I  would  agree  with  that,  but  I  would  not  agree  that  it  had 

anything  to  do  with  the  energy  comsumption. 

q  No«  It  would  be  your  testimony  that  with  half  the  number  of 
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feedlots  and  20%  fewer  cattle  on  the  feedlots,  there  would 
still  be  a  decrease  in  energy? 

A  There  very  well  could  be. 

Q  That's  based  upon  not  having  studied  the  question,  is  that 
right? 

A  No,  it's  based  upon  the  amount  of  electricity  that  we  sell  to 
feedlots . 

Q  And  you  studied  that,  sir? 

A  We  have  looked  at  that. 

Q  You  have  studied  that,  sir? 

A  I  have  personally  studied? 

A  Yes . 

A  No,  sir.  I  don't  personally  study  any  loads  of  Montana  Power 
Company. 

Q  And  indeed,  the  basis  for  the  testimony  that  you  have  given  us 
for  this  proceeding,  Mr.  O'Connor,  since  you  don't  study  any 
of  the  works  of  the  Montana  Power  Company,  was  the  review  that 
you  specially  made  for  your  testimony  in  this  proceeding, 
isn't  that  true? 

A  It  was  a  review  of  the  records  of  the  Montana  Power  Company. 

Q  Specially  made  by  you  for  your  testimony  in  this  proceeding? 

A  No,  especially  made  by  me  as  part  of  my  job  when  I  was  Presi¬ 

dent  of  Montana  Power  Company. 

Q  But  Mr.  O'Connor,  there  were  special  things  that  you  did  re¬ 
view  and  other  things  you  did  not  review  in  order  to  be  pre¬ 
pared  to  testify  in  this  proceeding? 

A  I  didn't  review  very  much  about  natural  gas,  for  example. 

Q  Speaking  about  natural  gas,  Mr.  O'Connor,  the  present  price  of 
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natural  gas  for  the  Montana  Power  Company  is  a  dollar  at  the 
border,  isn't  it? 

A  Canadian  imported  gas  is  a  dollar  per  thousand  cubic  feet. 

Q  At  the  conclusion  of  your  testimony  with  Mr.  Bellingham  on 

direct  examination  yesterday,  sir,  you  told  us  of  something 
of  how  rates  were  bound  to  go  up  in  Montana  Power  Company's 
estimation  for  its  electric  service,  but  with  the  installation 
of  Colstrip  Units  3  and  4,  the  rates  are  going  to  go  up  faster 
than  they  otherwise  would,  is  that  right? 

A  Yes,  sir,  but  less  than  the  alternates  that  we  could  see. 

Q  How  much  less? 

A  It  depends  upon  what  the  alternates  are. 

Q  Had  you  not  studied  the  question  of  what  the  increased  rates 

would  be? 

A  Well,  of  course  we  know  that  if  we  pay  two  dollars  a  million 
Btu  for  fuel,  that  rates  are  going  to  go  up  twice  as  much  as 
if  we  pay  a  dollar  for  it,  from  a  fuel  standpoint. 

Q  Mr.  O'Connor,  have  you,  or  have  you  not,  studied  the  question 
of  whether  rates  will  go  up  in  any  specific  amount? 

A  No,  sir. 

Q  So  what  you  really  told  us,  then,  in  respect  to  the  comparison 
of  Colstrip  3  and  4,  or  no  Colstrip  3  and  4,  is  an  assumption 
based  upon  broad  dealings  of  economic  fact,  isn't  that  true? 

A  It's  based  upon  simple  arithmetic;  if  the  cost  of  the  product 
is  higher,  the  selling  price  is  going  to  be  higher. 

Q  Is  there  a  linear  relationship  precisely  between  the  cost  of 
the  product  and  the  selling  price,  as  approved  by  the  Montana 
Public  Service  Commission? 
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A  No,  sir. 

Q  In  the  current  rate  increase  that  you  have  pending  with  the 
Montana  Public  Service  Commission,  have  you  made  assumptions 
with  respect  to  Colstrip  3  and  4? 

A  No,  sir. 

Q  Had  there  been  assumptions  with  respect  to  Colstrip  1  and  2? 

A  Colstrip  1. 

Q  But  not  2? 

A  I  think  not  2 . 

Q  And  also,  yesterday,  Mr.  O'Connor,  you  were  explaining  to  Mr. 
Bellingham  the  importance  of  having  jobs  created  in  the  State 
of  Montana  in  order  to  keep  the  young  people  from  their  out¬ 
migration,  do  you  recall  that,  sir? 

A  I  think  that's  important. 

Q  How  does  it  help  the  State  of  Montana  from  out-migration  of 
their  youth  when  70%  of  the  power  generated  from  Colstrip  3 
and  4  goes  out  of  the  State  of  Montana? 

A  It's  generated  here;  this  helps. 

Q  Wouldn't  you  agree  with  me,  sir,  that  when  70%  of  the  power 

goes  elsewhere,  that  industry  would  then  have  power  available 
for  it  elsewhere? 

A  Seventy  percent  of  the  power  would  be  owned  elsewhere.  That 
doesn't  necessarily  hold  that  70%  of  it  will  go  elsewhere. 

Q  You  mean  to  say  that  you  believe  some  portion  of  the  70%  of 
the  Colstrip  3  and  4  capacity  would  stay  in  Montana? 

A  I  certainly  do. 

Q  Ah,  and  how  much  of  the  30%  the  Montana  Power  Company  gets  is 
going  to  stay  in  Montana? 

-440- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Most  of  it;  all  of  it  by  1983. 

Q  How  much  in  1970? 

A  Oh,  probably  about  half  of  it.  It's  probably  all  going  to 

stay  in  Montana,  but  it  would  be  available  for  export  as  far 
as  Montana  Power  Company's  markets  are  concerned. 

Q  Well,  Mr.  O'Connor,  you  will  certainly  agree  with  me,  will  you 
not,  sir,  that  the  bulk  of  the  power  that  you  propose  to  draw 
from  Colstrip  3  and  4  is  going  to  be  available  for  the  de¬ 
velopment  of  industry  some  place  other  than  the  State  of 
Montana? 

A  Not  necessarily. 

Q  Is  it  your  sworn  testimony,  sir,  that  you  believe  that  the 
bulk  of  the  power  from  Colstrip  3  and  4  is  going  to  develop 
industry  in  the  State  of  Montana? 

A  I  think  that  it  will  satisfy  industry  in  the  State  of  Montana 
probably,  existing  industry. 

Q  Let's  go  back  to  the  thesis  that  I  thought  you  were  explain¬ 
ing,  sir.  In  order  to  stop  the  out-migration  of  youth  we 
must  develop  industry;  in  order  to  develop  the  industry,  we 
must  have  the  power,  wasn't  that  your  thesis? 

A  Yes,  that's  right. 

Q  Yes,  not  to  develop  industry  is  not  the  same  as  to  satisfy 
industry,  is  it? 

A  Well,  there's  a  difference. 

Q  And  your  thesis  was  that  you  wanted  to  develop  new  industry 
in  order  to  stem  the  out-migration  of  youth? 

A  Yes,  sir. 

Q  Now,  if  70%  of  the  power  from  Colstrip  3  and  4  goes  to  the 
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development  of  industry  outside  of  the  State  of  Montana,  and 
for  the  purposes  of  our  discussion,  I'll  ask  you  to  assume 
that  fact,  would  you  not  agree  with  me  that  70%  of  the  jobs 
available  in  such  industry  for  youth  will  require  migration 
from  the  State  of  Montana? 

A  No,  the  70%  might  develop  jobs  so  the  kids  from  Washington 
and  Oregon  can  stay  there,  and  the  30%  will  develop  jobs  so 
the  young  people  of  Montana  can  stay  here. 

Q  So  in  your  view,  whatever  amount  of  power  is  generated  from 
3  and  4  will  develop  sufficient  industry  that  students  who 
become  young  people  can  stay  in  Montana? 

A  Some  of  them. 

Q  And,  some  of  them  not? 

A  Probably  not,  that's  been  the  history  of  this  state,  tragically. 

Q  If  there  were  as  a  primary  objective,  providing  the  opportuni¬ 

ty  for  young  people  to  stay  in  the  state,  aren't  there  better 
ways  to  do  it  than  to  ship  70%  of  the  power  from  Colstrip  out 
of  the  state? 

A  If  we  only  need  30%  of  it  here  to  keep  them  in  here,  that's  a 
good  way  to  do  it. 

Q  Now,  about  my  question,  Mr.  O'Connor  — 

A  You  say,  aren't  there  better  ways? 

Q  Oh,  you  remembered  the  question?  Yes. 

A  They  haven't  occurred  to  me.  You  may  know  some  better  ones, 
but  I  don't. 

Q  You  don't  know  of  any  better  way  to  provide  the  stemmed  out 
migration  than  to  ship  70%  of  the  power  out  of  Montana? 

A  Seventy  percent  of  the  power  is  not  going  to  be  shipped  out  of 
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Montana . 


Q  I  asked  you  to  assume  that  fact  for  the  purposes  of  our  dis¬ 
cussion  today,  sir. 

A  Okay.  There  might  be  better  ways,  but  it  is  certainly  going 
to  provide  jobs  in  Montana. 

Q  And  how  many  jobs  would  be  provided  in  Montana,  for  example, 

Mr.  O'Connor,  if  an  alternative  of  shipping  coal  by  unit  trains 
were  used? 

A  I  don't  know.  I  haven't  had  much  experience  running  railroads 
and  I  really  can't  tell  you  how  many  jobs  that  would  provide, 
but  I  don't  think  we're  going  to  ship  any  coal  to  any  plants 
outside  of  Montana. 

Q  Have  you  read  any  of  the  studies  that  have  been  done  on  those 
alternatives? 

A  No,  sir. 

Q  Have  you  read  any  of  the  projections  of  permanent  employment 
provided  by  that  alternative? 

A  By  whom? 

A  Anyone. 

Q  Oh,  I've  had  some  figures  that  we've  looked  at  from  our  own 

people.  I've  got  them  somewhere,  probably,  but  certainly  not 
from  the  railroad. 

Q  Do  you  recall  the  figure,  sir,  of  250  permanent  jobs  as  a 

result  of  unit  train  hauling  of  coal  versus  100  permanent  jobs 
as  a  result  of  Colstrip  3  and  4? 

A  No,  I  don't  recall  that  number,  no.  There  are  a  lot  of  num¬ 
bers  in  that  field,  and  that  might  have  been  one  of  them. 

Q  But  you  would  agree  with  me  that  if  those  numbers  were  correct, 
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then  it  sounds  like  the  alternatives  of  shipping  coal  by 
unit  train  provides  more  permanent  jobs,  isn't  that  correct? 

A  Mr.  Shenker,  there  isn't  any  alternative  of  shipping  coal  by 
unit  train.  Nobody  has  suggested  that.  Nobody  has  any 
arrangement  to  ship  coal  by  unit  train.  It  isn't  an  alterna¬ 
tive  . 

Q  Didn't  you,  yourself,  tell  me  yesterday,  sir  that  you  knew 

that  the  Portland  General  Electric  Company  had  determined  to 
take  coal  by  unit  train  from  Gillette,  Wyoming,  to  Portland, 
Oregon? 

A  Yes,  but  not  from  Montana. 

Q  Not  from  the  Montana  coal  owned  by  the  Western  Energy  Com¬ 
pany? 

A  Or  by  Westmorland,  or  by  Amax,  or  by  Peabody,  or  by  Consolida¬ 
tion. 

Q  And  Western  Energy  Company  refused  to  even  bid  on  that  pro¬ 
posal,  didn't  they? 

A  Certainly,  for  the  reason  that  it  is  not  sensible  to  try  to 
ship  coal  from  Colstrip  to  Oregon. 

Q  But  it's  sensible  for  coal  to  be  shipped  from  Gillette,  Wyo¬ 
ming,  an  equal  distance  to  Portland,  Oregon? 

A  It  certainly  is. 

Q  All  right  — 

A  And  the  distance  hasn't  anything  to  do  with  the  economics  of 
shipping  and  using  that  coal. 

Q  And  that's  why,  when  distances  twice  as  large  as  the  distance 
between  Colstrip  and  Portland,  Oregon,  are  now  used  for  haul¬ 
ing  coal  by  unit  train  that  that  doesn't  have  anything  to  do 
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with  it,  either,  is  that  right? 

A  Oh,  it  has  something  to  do  with  it,  certainly,  but  where 
you're  shipping  coal  has  considerable  to  do  with  it. 

Q  And  as  you  sit  here  today,  Mr.  O'Connor,  as  I  understand  your 
testimony,  you  have  never  read  a  single  study  done  by  or  on 
behalf  of  it? 

A  Mr.  Shenker,  I  don't  know  what  you  mean  by  studies. 

Q  Well,  if  you'll  let  me  finish  my  question,  you  might  find  out. 

A  Go  right  ahead.  I  apologize. 

Q  Thank  you,  sir.  As  you  sit  here  today,  sir,  you  have  not  read 
a  single  study  prepared  by  or  on  behalf  of  the  Washington 
Water  Power  Company,  the  Portland  General  Electric  Company, 
the  Pacific  Power  and  Light  Company,  or  the  Puget  Sound  Power 
and  Light  Company,  by  which  they  propose  the  coal  by  shipment 
by  unit  train  to  a  generating  station  near  their  load  centers? 

A  No,  I  have  read  none  of  those  studies. 

Q  Have  you  ever  seen  a  map,  Mr.  O'Connor,  of  the  Bonneville 

Power  Administration  service  area? 

A  Yes,  sir. 

Q  It  stops  about  halfway  through  Montana,  doesn't  it? 

A  It  stops  just  a  little  way  east  of  the  Continental  Divide. 

Q  Why  is  that? 

A  I  think  the  law  stops  it  at  that  point. 

Q  Now,  your  service  territory,  of  course,  extends  beyond  the 
Bonneville  reach,  doesnit  it" 

A  Eastward,  yes,  sir. 

Q  And  you  have  responsibilities  to  customers,  as  well  as  con¬ 

tracts  and  connections,  east  and  south  of  the  Bonneville 
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territory? 

A  Yes,  sir. 

Q  What  projections  can  you  tell  us  about,  Mr.  O'Connor,  of  loads 
and  resources,  for  any  service  area  other  than  the  Montana 
Power  Company's  service  area,  outside  the  Bonneville  system? 

A  Well,  I've  seen  some  projections,  or  discussed  with  Utah 

Power  and  Light  their  projected  load  growth.  I  have  heard 
some  discussions,  and  sat  in  on  discussions  with  the  Pacific 
Power  and  Light  Company  when  they  discussed  their  Wyoming  load 
growth. 

Q  Is  that  it? 

A  Well,  I've  visited  with  officials  of  Montana  -  Dakota  Utili¬ 

ties  about  their  load  growth. 

Q  Are  you  presently  engaged,  sir,  or  is  anyone  on  behalf  of 

the  Montana  Power  Company,  presently  engaged  in  regional  re¬ 
source  planning  with  the  Montana  -  Dakota  Utilities  Company 
or  any  other  system  to  the  east? 

A  I  think  not. 

Q  Are  you  presently  engaged  with  any  utility  or  system  to  the 
south  with  regard  to  regional  resource  planning? 

A  I  think  that  the  systems  to  the  south,  we  have  discussions 
with  them  regularly  about  resources. 

Q  Which  ones  besides  Utah  Power  and  Light? 

A  Utah  Power  and  Light  Company  and  Arizona  Public  Service  are 
involved  in  the  interchange  of  power  with  us. 

Q  Do  you  have  present  written  agreements  for  regional  resource 
planning  with  the  Arizona  Public  Service  Commission  or  with 
Utah  Power  and  Light  Company? 
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A  I  think  not. 

Q  Do  you  presently  buy  power  from  Utah  Power  and  Light  Company? 

A  Under  some  conditions. 

Q  Do  you  have  contracts? 

A  Well,  we  don't  always  have  contracts  --  yes,  I  think  we  have 
a  contract,  but  sometimes  this  is  almost  on  a  daily  or  hourly 
basis . 

Q  What  do  you  believe,  Mr.  O'Connor,  to  be  the  most  recent  cost 
estimate  for  units  3  and  4  which  has  been  described  to  the 
four  applicants,  by  Montana  Power  Company? 

A  I  suspect  that  the  most  recent  cost  estimate  would  probably 
be  somewhere  in  the  last  two  or  three  weeks,  or  month,  cer¬ 
tainly,  in  the  last  month. 

Q  Have  you  seen  any? 

A  Yes,  sir. 

Q  What  were  they? 

A  Well,  I  saw  the  estimated  cost  of  the  3  and  4  generating  sta¬ 
tions.  I  saw  the  estimated  costs  of  the  transmission  service. 

Q  What  were  they? 

A  Well,  they  were  just  under  $670,000,000.00  for  the  construc¬ 
tion  of  Colstrip  3  and  4  and  about  $203,000,000.00  for  the 
transmission  system. 

Q  That's  a  total  of  approximately  $873,000,000.00? 

A  Yes,  sir. 

Q  And  that  represented  a  reduction  of  some  $32,700,000.00  from 

the  previous  last  estimate  advised  to  the  applicants,  didn't 
it? 

A  A  reduction? 
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Q  Yes,  sir. 

A  No,  sir. 

Q  Are  you  not  aware  of  the  fact,  Mr.  O'Connor,  that  on  December 
23,  1974,  while  you  were  President  and  chief  executive  officer 
of  the  Montana  Power  Company,  that  on  your  behalf,  your  staff 
advised  the  other  four  applicants  that  the  cost  estimate  for 
units  3  and  4  was  $703,645,800.00  for  the  power  plants  alone? 

A  No,  I  didn't  know  that. 

Q  You  didn't  know  that? 

A  No,  sir. 

Q  And  you  didn't  know  that  on  May  7,  1975,  the  four  applicants 
were  advised  that  the  cost  had  been  reduced  by  $32,700,000.00 
to  a  new  total  of  $669,952,000.00,  which  is  just  under 
$670,000,000.00? 

A  I  knew  that  was  the  last  estimate  that  I'd  seen. 

Q  But  you  didn't  know  that  that  represented  a  reduction? 

A  No,  sir. 

Q  If  you  didn't  know  that  that  represented  a  reduction,  you 
wouldn't  know  why  it  was  reduced,  is  that  right? 

A  No,  sir. 

Q  There  was  some  discussion  with  you  yesterday,  Mr.  O'Connor, 

on  the  subject  of  economies  of  scale.  Are  you  in  the  habit  of 
having  any  of  your  staff  keep  you  advised  on  the  publication 
of  the  proceedings  of  the  American  Power  Conference? 

A  No.  No,  I  have  not  been  kept  advised  of  those  publications. 

Q  Did  you  ever  hear  anything  of  the  meetings  of  the  American 

Power  Conference  when  they  got  together  to  discuss  the  econom¬ 
ics  of  power  transmission  and  power  generation? 
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A  I've  heard  of  those  meetings,  sir. 

Q  Were  you  not  aware  of  the  fact,  sir,  that  despite  what  some 
allege  to  be  the  economy  scales  indicated  from  larger  units, 
they  are  also  deemed  not  likely  to  offset  rising  price  levels? 

MR.  BELLINGHAM:  We  object  to  this  line  of  testi¬ 
mony,  as  based  upon  a  study  of  some  kind.  We  feel  an 
inadequate  foundation  has  been  laid  and  it  is  improper 
cross-examination . 

MR.  SHENKER:  I'm  asking  of  his  awareness. 

HEARINGS  EXAMINER:  Is  that  the  same  thing  as  he 
said  to  you  before,  or  is  this  a  different  question? 

MR.  SHENKER:  This  is  a  different  question. 

HEARINGS  EXAMINER:  All  right,  then,  you  may  answer., 

MR.  BELLINGHAM:  Is  it  based  upon  a  particular  study 
by  American  Power  Company?  I  believe  it  is. 

MR.  SHENKER:  It's  rather  relevant  to  his  awareness 
of  the  knowledge  which  I  asked  for  in  this  particular 
question . 

HEARINGS  EXAMINER:  In  other  words,  you're  not  try¬ 
ing  to  introduce  a  study  which  this  witness  would  not  be 
aware  of? 

MR.  SHENKER:  That's  right. 

HEARINGS  EXAMINER:  All  right,  sir,  overruled.  You 
may  answer. 

A  The  question  was  what? 

Q  With  respect  to  the  economies  of  scale,  are  you  not  aware  of 
the  views  that  despite  the  indications  of  economies  from 
larger  units,  those  economies  are  not  likely  to  offset  the 
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rising  price  levels  for  the  construction  of  the  larger  units? 

A  I  think  that  this  is  pretty  fairly  apparent,  whether  it's  in 
that  study,  or  whether  it's  just  a  fact.  The  price  levels 
have  risen  more  rapidly  than  the  economies  have  risen,  for 
instance . 

Q  To  put  it  in  rather  graphic  terms,  hypothetically,  for  example, 
it  has  been  estimated,  has  it  not,  that  the  saving  in  construc¬ 
tion  costs,  by  stepping  from  a  290-megawatt  facility  to  a 
580-megawatt  facility,  or  double,  let's  say,  is  about  a  15% 
saving,  isn't  that  right? 

A  It  could  be.  You  have  the  numbers.  I  don't  have  them  before 
me. 

Q  But  you  don't  disagree? 

A  No,  I  don't. 

Q  If  you  assume  there  is  a  construction  period  involved  of  at 

least  five  years  for  that,  the  annual  gain  of  3%  is  likely  to 
be  more  than  offset  by  the  rising  prices  during  that  period 
of  time? 

A  On  both  units.  The  price  isn't  just  going  to  rise  on  the 
larger  units. 

Q  Moreover,  if  you  have  any  gain  in  each  rate,  that  could  also 
be  wiped  out  by  the  inflation  in  the  costs  of  the  coal  and 
the  handling  of  the  coal,  couldn't  it? 

A  Well,  that  would  certainly  have  an  effect  on  it. 

Q  Did  you  know  Mr.  C.  Maxwell  Stanley,  the  President  of  the 
Stanley  Consultants,  in  Muscatine,  Iowa? 

A  No,  sir. 

Q  Now,  let's  talk  some,  Mr.  O'Connor,  about  the  subject  of  load 
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management.  You  addressed  yourself,  sir,  to  a  program  of 
the  Montana  Power  Company  after  it  terminated  its  promotional 
advertising,  to  encourage  conservation? 

A  Yes,  sir. 

Q  Actually,  I  think  you  said  it  was  not  your  campaign,  but  some¬ 
body  else's  campaign,  but  you  were  in  favor  of  it? 

A  '  There  was  a  general  campaign.  We  were  part  of  it. 

Q  You  thought  it  was  sort  of  a  one  shot  deal,  right? 

A  I  think  that  conservation  is  pretty  much  a  one  shot  deal. 

Q  Isn't  it  true,  Mr.  O'Connor,  that  the  conservation  process  is 

not  simply  one  of  turning  the  deep  freezers  on  and  off,  but 
actually  a  change  in  philosopies  and  life  styles? 

A  It  could  be. 

Q  Is  that  not  the  thrust  of  the  arguments,  the  speeches,  the 
papers,  everything  that  we  have  seen  in  recent  months,  from 
the  energy  offices  of  the  United  States,  state  governments,  anc 
commencement  addresses,  from  charitable  and  congressional  com¬ 
mittees,  in  universities  around  the  country? 

A  I  think  that  is  certainly  one  of  the  most  important  of  the 
conservation  efforts. 

Q  And  as  to  that,  the  Montana  Power  Company  has  done  nothing, 
isn't  that  true? 

A  Well,  we're  accused  every  day  of  changing  somebody's  life 
style . 

Q  When  is  the  last  time  you  encouraged  someone  to  change  the 
life  style  with  respect  to  the  usage  of  electricity? 

A  Well,  we  have  suggested  to  those  people  who  are  going  to  use 
appliances  —  we  have  not  suggested  that  they  quit  that,  but 
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:We  have  suggested  that  those  who  are  going  to  use  appliances 
change  their  mode  of  usage.  I  don't  know  exactly  what  life 
style  is,  but  that  could  be  it,  to  change  their  mode  of  usage 
to  the  point  that  they  get  more  efficient  use  of  that  particu¬ 
lar  appliance  and  that  they  use  it  in  off-peak  hours.  This 
has  been  the  thrust  of  our  endeavor. 

Q  The  thrust  of  the  consultations  that  are  given  to  utility 

companies  on  a  national  basis  today  is  how  to  stretch  their 
present  capacity  today,  isn't  it? 

A  Well,  if  any  publications,  of  course,  are  directed  in  that 
particular . 

Q  What  are  the  controllable  loads  a  utility  has  now? 

A  Well,  the  controllable  loads  that  will  stretch  capacity,  of 
course,  are  interruptable .  Those  are  the  only  loads  over 
which  we  have  very  much  control. 

Q  Are  you  not  aware  of  the  recommendations  that  have  been  made 

with  respect  to  the  control  of  the  loads  that  they  include  the 
following:  street  lighting,  window  display,  public  illumina¬ 

tions,  alarm  systems,  electric  network  switching  functions, 
hot  water  systems,  storage  space  heating,  mixed  storage  direct 
heating,  controlled  district  heating,  air  conditioning,  and 
water  pumping?  These  are  controllable  loads  by  the  customer. 
What  have  we  been  doing  to  control  those  loads? 

A  We  have  been  trying  to  encourage  those  people  to  utilize 

many  of  those  particular  appliances  I  mentioned  at  off-peak 
times . 

Q  Let's  take  one  at  a  time.  What  have  we  been  doing  to  encour¬ 
age  street  lighting  control? 
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A  Street  lighting  doesn't  need  any  particular  control.  It  is 
off  peak. 

Q  So  you've  been  doing  nothing  to  encourage  street  lighting 
control? 

A  No. 

Q  Have  you  done  anything  to  control  window  displays  and  public 
illuminations? 

A  No,  we  haven't  told  the  mercantiles  how  to  run  their  business. 

Q  Nor  have  you  sat  with  them  to  discuss  the  waste  of  energy? 

A  Oh,  yes,  indeed,  we  have.  We  have  had  our  people  call  on  all 

the  business  houses,  practically,  and  certainly,  the  larger 
ones,  in  our  service  area,  and  discuss  energy  conservation, 
and  the  ways  it  could  be  done. 

Q  Every  mercantile  establishment? 

A  Not  every  one,  but  a  great  many  of  them.  All  the  people  in 

our  marketing  department  were  assigned  district  responsibility 

Q  By  whom? 

A  By  the  Vice  President  in  charge  of  marketing. 

Q  Who  is  that? 

A  Bill  Talbot. 

Q  And  marketing  is  what,  sales? 

A  Not  necessarily  sales.  Marketing  can  include  the  prudent  use 

of  a  product. 

Q  So  marketing  in  your  organization  controls  conservation  and 

sales,  both? 

A  Certainly.  We  don't  have  any  sales  program.  We  don't  have 
anything  to  go  out  and  sell.  We  simply  provide  the  energy 
for  something  that  someone  else  has  sold. 
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You  don't  wish  us  to  believe,  Mr.  O'Connor,  that  the  power 


company  doesn't  want  to  sell  power? 


But  we  don't  go  out  and  sell  power.  We  don't  walk  up  to  some¬ 
body  and  say,  "We'll  sell  you  ten  kilowatts  of  power."  We  fur¬ 


nish  the  power  for  something  that  someone  else  has  sold  them 


that  requires  power. 


The  marketing  department  doesn't  go  out  and  look  for  sales? 


Of  power? 


Yes . 


No,  we  don't  go  out  and  look  for  sales. 


You  don't  try  to  develop  new  industries? 


Yes,  we  try  to  develop  new  industries,  but  that  isn't  a  sale 


of  power  until  the  new  industry  is  created. 


How  do  you  think  the  new  industry  is  going  to  run  without 


power? 


I  don't  think  they  are,  new  or  old. 

So  when  you  try  to  develop  new  industry,  you  know  you're  going 


to  sell  the  power  to  them,  don't  you? 


Not  necessarily.  They  might  buy  it  from  someone  else 
Who  else  is  available  in  your  service  area? 


It  depends  on  where  they  locate,  sir. 


Well,  in  your  service  area,  who  else  is  available? 


There  are  a  number  of  cooperatives  who  sell  power  in  our 
service  area,  the  Bonneville  Power  Administration  sells  power 


in  our  service  area,  the  Bureau  of  Reclamation  sells  power  in 


our  service  area. 


Tell  me  a  little  more  about  your  marketing  program,  Mr.  O'Conner. 


Is  it  a  purpose  to  create  good  neighbors  with  your  competitors 
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in  the  sale  of  power? 

A  When  we  were  in  the  promotional  sales  business,  we  used  to 

assist  appliance  dealers  and  people  like  that  with  campaigns 
which  sold  appliances.  If  they  can  sell  their  appliances,  it 
naturally  follows  we're  going  to  sell  power. 

Q  And  that,  to  you,  is  not  the  promotion  of  power  sales? 

A  Oh,  yes.  I  have  mentioned  that  we  are  in  the  promotional 

advertising  business. 

Q  You  are? 

A  We  were. 

Q  And  now,  today,  when  you  developed  customers  for  the  use  of 
power,  don't  you  consider  that  any  more  the  development  of 
power  sales? 

A  All  right,  Mr.  Shenker,  this  is  a  matter  of  semantics,  and 
if  this  is  going  out  and  selling  power,  then  certainly,  we 
are  trying  to  sell  power. 

Q  And  still  do,  for  off  peak  purposes^  What  do  you  do,  Mr. 

O'Connor,  to  control  the  waste  of  power  with  respect  to  alarm 
services? 

A  I  don't  think  we  do  anything.  I  don't  know  of  any  alarm 
service  except  on  some  banks,  perhaps. 

Q  Do  you  do  anything  with  respect  to  the  control  of  power  in 
electrical  network  switching  functions? 

A  Oh,  indeed  we  do. 

Q  What? 

A  Well,  our  people  —  we  have  dispatchers  that  work  24  hours  a 
day,  trying  to  make  the  most  efficient  use  of  generation  in 
the  switching  functions  in  the  interconnections  of  our  own 
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system  and  the  network  with  which  we're  tied  in. 

How  about  the  networks  of  customers? 

The  networks  are  the  customers  with  which  we're  tied  in. 

You  do  have  customers  who  involve  themselves  in  switching 
functions  for  their  electricity,  do  you  not? 

I  suppose  some  of  the  large  industrial  customers. 

What  do  you  do  to  help  them  control  their  energy  loads? 

Well,  we  consult  regularly  with  the  large  industrial  customers 
on  the  usage  of  electricity,  prudent,  intelligent  usage  of  it. 
You  consult  regularly.  Is  that  done  by  the  marketing  depart¬ 
ment,  too? 

A  part  of  the  marketing  department  called  the  Industrial  Re¬ 
lations  Department. 

Are  those  technical  people? 

Yes,  engineers. 

What  do  you  do  to  control  hot  water  systems  waste  of  electrici 
ty? 

We  don't  control  it. 

What  do  you  do  to  control  storage  space  heating  waste  of 
electricity? 

Well,  we  were  included  in  the  campaign  that  asked  that  thermo¬ 
stats  be  turned  down.  We  certainly  have  been  a  part  of  the 
campaign  to  stop  the  waste  of  heat. 

When  you  say  you've  been  part  of  a  campaign,  do  you  mean  that 
you've  been  a  member  of  the  Edison  Electric  Institute,  and 
the  Edison  Electric  Institute  runs  ads? 

No,  I  don't  think  the  Edison  Electric  Institute  runs  any  ads. 
I'm  talking  about  a  national  campaign,  generated  by  the 
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government  and  the  Edison  Electric  Institute  and  utility 
companies  generally. 

Q  How  are  you  a  part  of  it? 

A  Because  we're  a  part  of  that  system.  We  participate  in  it. 

We  used  it  in  our  endeavors  and  in  the  pamphlets  that  we  sent 
out  on  how  to  conserve  electricity.  We  had  a  number  of  those 
available  to  our  customers  on  how  to  conserve  electricity. 

This  was  included  among  them. 

Q  How  do  you  help  to  control  mixed  storage  and  direct  heating? 

A  Control  what? 

Q  Mixed  storage  and  direct  heating. 

A  Mixed  storage?  I  don't  even  understand  the  term. 

Q  How  do  you  help  to  control  district  heating? 

A  District  heating? 

Q  Yes . 

A  I  don't  know  what  district  heating  is,  either. 

Q  But  you  know  what  air  conditioning  is? 

A  Yes. 

Q  How  do  you  help  in  controlling  the  waste  of  energy  in  air 
conditioning? 

A  We  have  a  campaign.  The  last  campaign  we  had,  as  a  matter  of 
fact,  if  I  recall  correctly,  was  one  designed  to  advise  custo¬ 
mers  if  they  were  going  to  buy  air  conditioning,  what  they 
should  look  for  in  order  to  get  the  most  out  of  the  energy 
usage  of  that  particular  appliance. 

Q  That's  an  appliance  related  campaign? 

A  Yes,  sir. 

Q  Have  you  explained  to  your  customers  how  they  should  or  should 
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not  use  the  air  conditioning? 

A  Oh,  no,  we  haven't  told  them  they  should  or  should  not  use 
air  conditioning. 

Q  Not  with,  but  how? 

A  Certainly,  that  is  part  of  the  campaign. 

Q  That's  under  the  marketing  department,  also? 

A  Yes,  sir. 

Q  Have  you  done  anything  with  respect  to  water  pumping  for 

various  purposes? 

A  Yes,  sir,  we  certainly  have. 

Q  What? 

A  Well,  we  have  people  who  advise  with  almost  every  potential 
pumping  customer,  particularly  with  respect  to  sprinkler 
irrigation,  on  the  kind  of  installation  that  will  give  them 
the  greatest  degree  of  efficiency,  and  the  most  prudent  use  of 
energy . 

Q  And  that's  also  through  the  marketing  department? 

A  Yes,  sir. 

Q  Have  you  considered  switching  from  one  tariff  to  another  as 
another  control  of  energy  use? 

A  We  do  have  different  tariffs. 

Q  You  have  the  right  to  switch  some  of  your  rate  classifications 
for  some  of  your  customers  from  time  to  time,  don't  you? 

A  If  the  Public  Service  Commission  will  approve  it,  we  have  the 
right  to  do  so. 

Q  Have  you  applied  for  that  permission  in  order  to  conserve 
energy? 

A  Well,  we've  applied  for  the  rate  increase.  According  to  the 
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thrust  of  your  questioning  the  other  day,  that  would  conserve 
energy. 

Q  And  in  your  application  to  the  Public  Service  Commission, 

therefore,  I  assume  you  told  them  how  you  were  going  to  con¬ 
serve  energy  through  the  rate  increase? 

A  No,  sir,  we  didn't  tell  them  anything  of  the  kind. 

Q  What  did  you  tell  them? 

A  I  don't  think  that's  part  of  the  rate  application  at  all. 

Q  So  you  didn't  tell  them  anything  about  that? 

» 

A  We  have  told  the  Public  Service  Commission  about  some  of  the 
endeavors  we  have  made.  They  have  available  to  them  these 
same  pamphlets  as  are  available  to  you  that  told  people  how 
they  can  conserve  on  energy. 

Q  If  I  were  to  stack  in  front  of  me  on  this  table,  Mr.  O'Connor, 
all  of  the  pamphlets  of  all  of  your  campaigns  through  the 
marketing  department  on  the  conservation  steps  that  you  have 
described  to  me  in  my  questions  with  respect  to  control  of 
energy,  how  high  would  that  stack  be? 

A  Not  very  high. 

Q  Certainly  not  --  an  inch? 

A  No,  I  don't  think  so. 

Q  Not  an  inch? 

A  No,  but  I  haven't  been  going  around  measuring  stacks  lately, 
so  I  can't  tell  you. 

Q  It  certainly  doesn't  require  much  of  a  yardstick  to  tell  me 
the  difference  between  a  foot  and  an  inch,  does  it? 

A  The  stack  wouldn't  be  a  foot  high,  I'm  sure  of  that,  unless 
you've  got  more  than  one  copy. 
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Q  Well,  why  don't  we  assume  that  we're  dealing  with  one  copy, 
and  on  that  basis,  it  would  be  less  than  an  inch  high? 

A  Yes,  sir. 

Q  How  many  pamphlets  all  together? 

A  I  can't  tell  you  that. 

Q  Fewer  than  ten? 

A  Pardon? 

Q  Fewer  than  ten? 

A  Yes,  I  think  fewer  than  ten. 

Q  Fewer  than  five? 

A  Possibly.  You  seem  to  know  more  about  those  pamphlets  than 
you  inferred,  Mr.  Shenker. 

Q  Well,  Mr.  O'Connor,  I'm  always  interested  in  your  inferences 
from  my  questions,  but  the  record  is  most  interested  in  your 
answers  to  my  questions.  Now,  the  benefits  of  load  management 
include,  do  they  not,  first,  a  more  economical  use  of  your 
existing  generating  plants? 

A  Yes,  sir. 

Q  And  a  higher  return  on  your  investment? 

A  That  would  result,  yes. 

Q  Thirdly,  greater  control  in  times  of  power  shortage? 

A  I  don't  know  as  that  would  necessarily  follow,  but  it  could. 

Q  Fourth,  a  reduction  of  what  you  call  a  spinning  reserve? 

A  That  wouldn't  necessarily  follow. 

Q  What  is  a  spinning  reserve? 

A  That's  the  amount  of  power  that  you  have  that  is  not  committed 
to  your  load. 

Q  And  finally,  one  of  the  direct  results  of  load  management  is 
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the  ability  to  postpone  investments  on  a  new  generating 
facility  and  on  transmission  upgrading? 

A  This  would  be  an  advantage. 

Q  And  if  you  postpone  the  investments  on  new  generating  facili¬ 
ties,  then  you  have  postponed  the  increase  of  the  base  on 
which  your  rate  is  determined,  is  that  true? 

A  That  is  true. 

Q  Now,  the  indirect  results  of  load  management  are,  first,  the 
ability  to  supply  a  larger  number  of  heating  and  cooling  sys¬ 
tems  without  incurring  additional  investments? 

A  This  could  happen. 

Q  Secondly,  contributing  to  the  better  use  of  existing  power 
plants? 

A  That  certainly  is  an  endeavor  that  we  constantly  make. 

Q  And  finally,  I  suppose  the  benefit  of  better  load  management 

is  better  image  as  far  as  the  public  is  concerned  as  to  what 
you're  doing  with  your  generating  facilities? 

A  I  think  that  would  follow. 

Q  I  think  we  established  a  little  earlier  today  that  the  Bonne¬ 
ville  system  stops  somewhat  short  of  the  whole  of  the  Montana 
service  area  and  your  system  extends  to  the  east  and  south  be¬ 
yond  Bonneville? 

A  Yes,  sir. 

Q  Nevertheless,  you  do  participate  in  cooperation  with  Bonneville 

in  their  planning  to  the  west  of  you,  don't  you? 

A  Yes,  sir. 

Q  The  Montana  Power  Company,  therefore,  has  participated  in  the 

ten-year  hydrothermal  program  for  the  Pacific  Northwest  by 
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Bonneville,  hasn't  it? 

A  I'm  not  sure  that  we  have  participated  in  the  development  of 
the  hydrothermal  program,  although  we've  been  acquainted  with 
it  from  its  inception,  but  I'm  not  sure  that  we've  been  a 
part  of  that  planning. 

Q  Certainly  you  want  to  cooperate  with  it,  don't  you? 

A  We  certainly  want  to  cooperate  with  it,  to  the  best  of  our 
ability. 

Q  The  plan,  in  fact,  was  developed  and  approved  by  the  utilities 
in  the  Bonneville  service  area,  together  with  the  Bonneville 
industrial  customers,  wasn't  it? 

A  I  think  so,  yes. 

Q  And  the  basic  program  has  specific  objectives  which  are,  first 
to  provide  the  Pacific  Northwest  with  an  adequate  supply  of 
power  at  the  lowest  practical  rates,  right? 

A  I  assume  so. 

Q  You  understand  that  to  be  the  case? 

A  I  think  so. 

Q  And  secondly,  to  meet  the  growth  requirements  of  each  utility 

system,  whether  public  or  private,  at  low  cost? 

A  I  would  believe  that  to  be  an  objective. 

Q  Thirdly,  to  provide  all  publicly  owned  systems  the  option  of 
either  obtaining  their  own  generating  needs  separately  or  on 
a  joint  ownership  basis  with  public  utilities,  or  relying  on 
the  Bonneville  system  for  their  power  supply? 

A  I  suspect  that  that  would  be  an  objective. 

Q  The  fourth  objective  of  the  hydrothermal  program  in  which  you 
want  to  cooperate  is  to  enable  Bonneville  to  acquire  power 
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from  thermal  plants  that  are  not  federal  thermal  plants,  by 
net  building  and  exchange  arrangements,  in  order  to  satisfy 
the  needs  of  preference  customers  of  Bonneville,  to  renew 
Bonneville's  existing  industrial  contracts,  and  to  provide 
Bonneville  with  the  power  needed  for  the  expansion  of  existing 
industrial  loads  and  new  electro-process  industries  that  they 
desire  to  locate  in  the  Pacific  Northwest? 

A  Yes,  sir. 

Q  What  are  electro-process  industries? 

A  Aluminum  is  the  most  conspicuous  in  the  Pacific  Northwest. 

Q  You  know  that  the  hydrothermal  program  with  which  you  wish 

to  cooperate  has  recommended  that  the  Bonneville  administra¬ 
tion  will  provide  peaking  high  voltage  transmission  for  the 
private  utility  thermal  plants? 

A  Yes,  sir. 

Q  And  you  know  that  the  recommendations  of  the  hydrothermal  pro¬ 
gram  are  that  Bonneville  will  carry  regional  reserves  for  un¬ 
anticipated  load  growth? 

A  I  would  expect  that  they  would  try  to  do  that. 

Q  The  conclusion  of  the  hydrothermal  program  is,  as  it's  been 

adopted  by  the  various  utilities  who've  been  cooperating  in 
the  preparation  of  the  program,  that  the  Pacific  Northwest 
region  would  continue  to  have  the  lowest  cost  power  supply  in 
the  nation. 

A  That's  a  laudable  ambition. 

Q  That  is  their  conclusion,  isn't  it? 

A  Their  hope  and  conclusion. 

Q  The  hydrothermal  program  of  the  Bonneville  administration 
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proposes  that  existing  and  currently  scheduled  hydro  resources 
will  increase  from  19,000  megawatts  peaking  capability  to 
27,000  megawatts  peaking  capability  in  1990. 

Yes,  I  mentioned  that  yesterday,  8,000  more  of  peaking  capabil 
ity . 

For  Bonneville? 

For  Bonneville. 

And  10,000  average  megawatts  of  firm  energy  from  hydro  facili¬ 
ties  existing  and  currently  scheduled  are  to  increase  by  20%? 
Yes . 

Can  you  tell  me  why,  Mr.  O'Connor,  when  the  hydrothermal  pro¬ 
gram  for  the  Pacific  Northwest  was  put  together  and  the  ten- 
year  study  was  first  published,  of  the  twenty  proposed  thermal 
plants,  only  two  were  proposed  to  be  coal-fired  and  the  re¬ 
mainder  were  proposed  to  be  nuclear? 

Well,  I  think  most  all  of  the  plants  that  I  guess  were 
participating  in  developing  the  program  were  in  the  West,  and 
it  would  follow  that  most  of  the  plants  are  going  to  be  over 
in  the  West,  and  over  in  the  West  there  is  no  other  fuel 
supply  available,  and  the  costs  might  dictate  uranium  develop¬ 
ment. 

Can  you  think  of  any  other  reasons? 

No,  I  think  the  fuel  supply  would  be  the  principal  reason  in 
that  part  of  the  United  States. 

When  you,  Mr.  O'Connor,  as  President  of  the  Montana  Power 
Company,  concerned  yourself  with  the  thoughts  for  the  develop¬ 
ment  of  Colstrip  3  and  4,  I  believe  you  told  us,  if  not 
directly,  certainly  by  implication,  that  you  knew  you  would 
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have  to  have  partners  to  work  with  you  in  units  of  the  size 
that  are  now  being  proposed? 

A  Yes,  we  couldn't  accommodate  anything  of  that  size  on  our 
system. 

Q  So  what  you  did  was  to  solicit  the  partners  to  join  you,  did 
you  not? 

A  Yes,  sir. 

Q  And  what  you  did,  therefore,  was  to  solicit,  or  persuade 
partners  to  join  you  in  order  to  benefit  their  systems  by 
necessarily  transmitting  the  power  from  your  generating 
sources? 

A  Well,  it  had  to  be  of  mutual  benefit,  or  we  couldn't  any  of 
us  be  interested. 

Q  And  were  it  not  for  the  necessity  to  provide  the  power  for 
70%  ownership  outside  the  State  of  Montana,  you  would  not 
have  to  build  two  500  KV  transmission  lines  to  service  the 
Montana  Power  needs,  would  you? 

A  No,  we  wouldn't  need  that  heavy  a  transmission  for  Montana 
Power . 

Q  Before  you  got  to  Colstrip  1,  you  had  been  telling  us  that  the 
Corette  station  was  not  going  to  have  a  second  plant  join  it 
in  addition  to  your  concern  for  meeting  what  you  describe  as 
your  social  obligations,  because  there  physically  was  not 
room  for  another  Corette  station  there? 

A  I  didn't  say  that. 

Q  You  didn't  say  that? 

A  No,  sir. 

Q  Have  you  said  that  previously  under  oath? 
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A  That  there  was  not  room  for  another  plant  at  the  Corette 
station? 

Q  Of  that  size,  yes. 

A  Of  what  size,  a  180? 

Q  Yes,  sir. 

A  No,  sir  I  have  not  said  that  at  any  time.  As  a  matter  of 

fact,  I  told  you  in  a  deposition  that  had  we  elected  to  go  to 
another  180,  I  was  sure  we  would  have  put  it  alongside  of  the 
Corette  station. 

Q  Back  to  your  deposition,  Mr.  O'Connor.  April  17,  1975,  you 

were  under  oath,  and  I  was  asking  you  questions?  You  weren't 
just  stating  a  fact? 

A  Certainly,  I  was  under  oath. 

Q  And  I  was  asking  you  questions  at  that  time? 

A  Yes,  sir. 

Q  I'm  really  just  making  a  filler  kind  of  comment,  waiting  for 

Mr.  Bellingham  to  get  the  copy  of  the  deposition. 

HEARINGS  EXAMINER:  Who  has  it  now? 

MR.  BELLINGHAM:  I  brought  the  original  out  here 
this  morning,  but  -- 

MR.  SHENKER:  Did  we  find  the  original?  Perhaps  I 
can  read  the  question  to  the  witness  without  his  having 
the  original  before  him  --  page  28. 

HEARINGS  EXAMINER:  You  may  proceed. 

Q  Page  28,  line  6  --  "Question:  Why  didn't  you  build  a  larger 
unit  by  the  Corette  station?  Answer :  Well,  to  begin  with, 
the  advantages  of  building  it  at  the  Corette  station  would 
largely  have  been  to  have  built  a  duplicate  of  the  Corette 


-466- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


plant.  Since  we  were  not  going  to  build  a  duplicate  of  the 
Corette  plant,  moving  became  a  great  deal  more  practical. 
Secondly,  I  believe  that  there  was,  perhaps,  physically,  not 
enough  room  to  accommodate  a  plant  of  that  size  at  Billings, 
and  certainly,  there  would  not  have  been  enough  room  to 
have  built  two." 

A  Those  are  the  larger  plants  we're  referring  to. 

Q  Did  you,  or  did  you  not,  answer  that  question  as  I  just  read 
it? 

A  I  answered  it  exactly  as  you  just  read  it. 

Q  The  decision  not  to  build  another  plant  at  Billings  was  also, 

in  part,  a  political  decision,  was  it  not? 

A  I  don't  know  what  you  mean  by  political  decision.  Do  you 

mean  it  was  involved  between  two  political  parties?  What  is 
the  definition  of  a  political  decision? 

Q  Let  me  word  it  for  you  slightly  different,  sir.  Is  it  not 
true  that  politics  entered  into  the  reasons  not  to  build  at 
Billings  to  some  degree? 

A  No,  I  never  had  a  politician  talk  to  me  about  Billings  at  all. 

Q  Same  page,  Mr.  O'Connor,  page  28,  line  21  —  "Is  it  not  the 
case,  Mr.  O'Connor,  that  the  reason  you  decided  not  to  build 
the  facility  at  the  Corette  station  site  was  political? 

Answer:  I  said  there  were  many  reasons.  Politics  could  have 

entered  into  it  to  some  degree,  certainly."  Did  you  answer 
that  question  in  that  manner? 

A  I  certainly  did. 

Q  You  know  what  the  word,  "politics,"  means,  don't  you? 

A  Oh,  yes. 
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And  you  knew  what  it  meant  when  you  answered  the  question  at 
that  time? 

Yes,  sir.  I  don't  know  what  you  mean  by  politics,  though. 

But  you  didn't  have  any  problem  with  politics  as  a  word  when 
you  used  it  in  your  deposition? 

I  still  don't  have  any  trouble  with  it.  You  seem  to  be  having 
a  little. 

Oh,  I'm  comfortable  as  can  be,  sir.  By  the  way,  have  you  had 
a  chance  to  review  Mr.  Hofacker's  deposition  on  the  subject 
of  why  this  plant  was  not  built  at  Billings? 

No,  sir. 

Have  you  ever  discussed  with  him  what  he  means  by  political? 
No,  sir. 

And  another  reason  you  decided  to  build  the  plant  at  Colstrip 
and  not  at  Billings  was  the  availability  of  labor,  isn't  that 
true? 

There  was  adequate  labor  available,  in  our  estimation,  at 
Colstrip . 

More  than  at  Billings? 

No,  not  more  than  at  Billings,  but  there  was  adequate  labor 
to  build  there. 

In  fact,  most  of  the  labor  that  you  have  used  for  the  construe 
tion  of  Colstrip  1  and  2  that  has  been  union  labor  has  come 
through  the  union  hiring  halls  in  Billings,  has  it  not? 

It  certainly  has . 

Primarily,  the  reason  for  selecting  Colstrip,  initially,  for 
the  building  of  your  power  plant  complexes  as  you  proposed, 
was  the  proximity  to  the  fuel  supply,  of  course,  wasn't  it? 
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A  That  was  a  very  practical  and  very  motivating  reason. 

Q  Another  important  reason  was  that  the  land  values  in  that 
area  were  not  as  high  as  in  some  other  areas? 

A  That's  true. 

Q  And  you  thought  that  another  reason  for  Colstrip  was  that  it 
wasn't  far  from  load  centers,  right? 

A  Colstrip  was  not  far  from  load  centers,  correct. 

Q  Where  in  Montana,  Mr.  O'Connor,  is  there  a  field  of  coal  that 
is  farther  from  the  load  centers  of  the  Pacific  Power  and 
Light  Company,  the  Washington  Water  Power  Company,  the  Puget 
Sound  Power  and  Light  Company,  and  the  Portland  General 
Electric  Company? 

A  Oh,  down  on  the  Powder  River,  over  around  the  North  Dakota 
line . 

Q  What's  the  coal  ownership  there? 

A  We  have  some  of  it.  Some  of  it  belongs  to  Consolidation  Coal 
Company.  Some  of  it  belongs  to  MDU ,  some  of  it  belongs,  I'm 
sure,  to  Peabody  Coal  Company.  Maybe  there  is  a  great  deal 
of  it  yet,  the  ownership  of  which,  or  leases  on  which,  have 
not  been  taken.  I  can't  say. 

Q  You  do  not  agree,  sir,  that  Colstrip,  Montana  is  a  pretty 
far  piece  from  the  load  centers  on  the  west  coast  of  the 
United  States? 

A  If  you're  looking  for  coal  as  a  fuel,  it's  about  the  closest 
you  can  get. 

Q  Is  the  geographic  distance  such,  between  Colstrip,  Montana, 
and  the  load  centers  on  the  west  coasts  of  the  states  of 
Oregon  and  Washington,  what  you  would  consider  to  be  close  to 
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a  load  center? 


A  No,  sir. 

Q  We  talked  some  yesterday,  Mr.  O'Connor,  about  the  Ken  R.  White 
plan.  The  way  the  Ken  R.  White  plan  finally  got  submitted, 
as  I  understand  it,  was  that  some  of  the  folks  from  the  Ken  R. 
White  organization  came  into  Butte  and  they  met  with  some  of 
your  people.  They  gave  you  their  preliminary  views  and  you 
sent  them  back  to  the  drawing  board  to  finish  things  up? 

A  That's  the  way  I  remember  it. 

Q  And  you're  now  satisfied  with  the  original  plan? 

A  I  think  we  are,  yes,  sir,  or  we  wouldn't  have  adopted  it. 

Q  But  as  to  the  actual  implementation  use  and  full  understand¬ 
ing  of  the  Ken  R.  White  plan,  that  you  have  delegated  to  the 
responsibility  of  Paul  Schmechel,  haven't  you? 

A  Well,  it's  delegated  to  the  responsibility  of  Western  Energy 
and  he  is  General  Manager  of  Western  Energy. 

Q  And  you  know  that  he  has  the  responsibility  that  I  just 
described  at  Western  Energy,  don't  you? 

A  Yes,  sir. 

Q  As  we  sit  here  today,  it  is  true,  is  it  not,  sir,  that  there 
is  no  vendor  whose  proposal  has  been  approved,  no  contract 
which  has  been  entered  into,  no  final  designs  or  specifica¬ 
tions  which  have  been  accepted,  for  any  kind  of  any  pollution 
control  system  which  will  guarantee  the  minimum  adverse  en¬ 
vironmental  impact  in  Colstrip  units  3  and  4? 

A  I  don't  think  those  contracts  have  been  signed. 

Q  And  there  is  no  vendor  whose  proposal  has  been  accepted  and 
no  designs  and  specifications  that  have  been  approved? 
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A  Certainly  not.  We  want  to  wait  until  we  get  close  enough  so 
we  can  take  advantage  of  every  new  technological  development. 

It  would  be  silly  to  contract  years  ago  and  not  have  the  ad¬ 
vantage  of  new  developments. 

Q  What  do  you  want  the  people  of  this  state  to  do,  sir,  take  a 

calculated  risk  on  the  basis  of  your  good  faith  that  you  will, 
somehow,  eventually  effect  the  minimum  adverse  environmental 
impact,  even  though  you  have  no  binding  commitment  with  any 
vendor,  or  contract,  to  do  that  today? 

A  Mr.  Shenker,  the  people  of  the  state  aren't  taking  the  risk. 

The  people  who  construct  the  plant  are  taking  the  risk  because 
they  must  do  that  or  they  are  not  permitted  to  run  the  plant. 

Q  Well,  Mr.  O'Connor,  what  about  the  folks  who  will  be  more  than 
minimally  affected? 

A  Well,  if  we  comply  with  the  law,  which  says  the  minimum  en¬ 
vironmental  risk  or  environmental  exposure,  with  certain 
reservations  which  you  have  obviously  neglected  to  read  out 
of  the  text,  with  those  reservations,  if  we  comply  with  that 
law,  I  suspect  that  we  have  discharged  our  responsibilities. 

Q  And  you  expect  to  do  that?  Otherwise  you  know  you  can't  run 
your  power  plant? 

A  Certainly. 

Q  So  you  propose  to  obtain  a  certificate  out  of  these  proceedings, 
after  which  you  will  see  about  implementing  the  latest  and 
best  technology,  after  which,  if  you  have  made  a  mistake,  a 
one  billion  dollar  investment  will  sit  like  a  white  elephant, 
never  to  be  operated? 

A  Probably  to  be  operated  at  reduced  loads  and  possibly  it 
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would  require  some  modification  in  the  equipment,  but  never 
to  be  operated  —  it  isn't  going  to  be  quite  that  severe. 

Q  That  doesn't  sound  like  a  very  efficient  way  to  run  Colstrip 
3  and  4,  does  it,  Mr.  O'Connor? 

A  Well,  I  suppose  there  are  smarter  people  in  the  power  companie 
than  us,  but  it's  the  best  way  we  know  how  to  proceed. 

Q  You've  never  heard  of  a  power  company  that  has  applied  for 
permission  to  site  a  facility  and  has  provided  accepted, 
approved  designs  and  specifications  for  pollution  control 
systems? 

A  I  haven't  heard  of  one  that  hasn't,  either. 

Q  You  never  asked? 

A  No,  I  didn't  ask. 

Q  Let's  talk  for  a  few  minutes,  Mr.  O'Connor,  about  the  site 

studies  that  were  done  before  Colstrip  1  and  2  were  selected 
by  you.  You  told  us  yesterday  that  no  such  studies  were  done, 
of  course,  after  Colstrip  1  and  2  were  selected,  because 
Colstrip  3  and  4  had  become  obvious? 

A  Right. 

Q  It  is  true,  is  it  not,  that  all  of  the  site  studies  done  by 
your  engineering  department  prior  to  the  selection  by  the 
Montana  Power  Company  of  the  sites  for  Colstrip  1  and  2  were 
economic  studies? 

A  Not  totally  economic  studies,  no. 

Q  What  studies  were  done  that  were  not  economic? 

A  Well,  a  study  was  done  at  Three  Forks,  the  possibility  of 

locating  a  plant  at  Three  Forks,  and  that  was  rejected  almost 
out  of  hand  on  the  grounds  that  it  would  be  located  on  one  of 


f 


( 


f 


( 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


the  prime  trout  streams  of  the  United  States.  It  was  reject¬ 
ed  out  of  hand  for  that  reason.  That  has  nothing  to  do  with 
economics . 

Q  That  didn't  require  a  study,  did  it? 

A  It  was  studied. 

Q  You  looked  at  the  fact  that  the  river  was  right  there  and  it 
was  one  of  the  prime  trout  streams  of  the  country,  and  you 
said  that  you  were  not  going  to  build  it  there? 

A  The  engineers  had  studied  the  site  prior  to  the  time  it  was 
rejected . 

Q  The  nature  of  their  study  had  nothing  to  do  with  the  primacy 
of  that  trout  stream,  did  it? 

A  Oh,  I  think  that  the  engineers  are  totally  immune  from  those 
considerations . 

Q  Fortunately  some  of  us  are  not.  And  the  decision  was  made 
not  to  violate  that  primacy? 

A  Right. 

Q  What  other  non-economic  studies  were  performed  prior  to  the 
selection  of  the  site  at  Colstrip? 

A  One  of  the  sites  that  was  considered,  and  it  had  facets  about 
it  that  were  non-economic,  was  one  over  in  western  Montana  in 
the  general  area  of  Plains,  Montana. 

Q  What  were  the  facets  that  were  non-economic? 

A  The  consideration  of  what  might  happen  to  the  valley,  dis¬ 

persion  characteristics,  and  so  forth. 

Q  There  was  a  meteorological  study  at  western  Montana? 

A  No,  sir. 

Q  Just  somebody  looked  at  the  valley  and  said,  "That  doesn't 


-473- 


1 


2  A 

3 

4 

5  Q 

6 

7  A 

8  Q 

9 

10  A 

11  Q 

12 

13  A 

14 

15  Q 

16  A 

17  Q 

18 

19  A 

20  Q 

21 

22  A 

23  Q 

24 

25  A 

26  Q 

27 


look  like  a  very  good  place,"  right? 

Well,  there  was  some  evidence  of  what  had  happened  in  certain 
valleys  in  the  state,  and  the  evidence  is  apparent  and  as  of 
record,  and  it  doesn't  take  any  meteorological  study  to  get  it 
It  didn't  even  require  a  written  document  to  explain  that 
point  of  view,  did  it? 

Not  to  explain  it,  no. 

It  didn't  require  any  written  study.  That  was  plain  and 
obvious? 

Yes . 

What  other  non-economic  studies  were  performed  before  Colstrip 
was  selected  as  a  site? 

I  don't  know  all  of  the  studies  that  were  made,  but  Colstrip 
3  and  4  had  considerations  that  were  not  economic. 

No,  before  1  and  2,  Mr.  O'Connor. 

Before  1  and  2  that  were  not  economic. 

Have  you  had  an  opportunity  to  review  the  actual  studies  that 
were  done  for  alternate  sites?  I  believe  there  were  ten. 

There  were  a  number. 

Studies  on  the  computer  analyses  and  economic  analyses  made 
under  Mr.  Davenport,  Mr.  Steward,  and  Mr.  Labrie? 

No,  I  didn't  review  them. 

Have  you  reviewed  Mr.  Labrie 's  deposition,  some  54  pages  of 
which  describes  those  economic  studies? 

No,  sir. 

Were  you  aware  of  the  fact,  Mr.  O'Connor,  that  in  those 
studies,  in  August  of  1970,  the  computer  was  spinning  out  the 
economic  analysis  of  Colstrip  units  1,  2,  3,  4,  5  and  6? 
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A  No,  sir,  I  wasn't  aware  of  that. 

Q  You  didn't  know  that? 

A  No,  sir. 

Q  You  would  agree  with  me  that  that  period  of  time  in  1970  is 

some  two  years  before  the  memorandum  of  November  17,  1972, 
Exhibit  16  in  these  proceedings,  which  we  looked  at  with  you 
yesterday? 

A  Two  years  prior  to  that? 

Q  Yes . 

A  Yes . 

Q  So  in  that  memorandum,  where  it  refers  to  studies  that  have 
been  done,  you  would  infer,  would  you  not,  sir,  that  that  is 
a  reference  to  studies  that  had  been  done  through  the  two 
years  previous? 

A  Well,  I  would  infer  that  some  studies  had  been  done  previously 

Q  I  believe  you  told  us  yesterday  that  in  January  of  1973,  be¬ 

fore  the  Board  of  Health  and  Environmental  Sciences,  in  Decem¬ 
ber  of  1972,  before  the  Department  of  Natural  Resources  of 
the  State  of  Montana  and  in  early  1973,  before  the  Legislature 
of  the  State  of  Montana,  that  one  of  the  reasons  you  didn't 
tell  anybody  that  you  had  plans  for  Colstrip  3  and  4,  at 
least,  was  that  you  didn't  have  any  firm  agreement  among  the 
participants? 

A  We  hadn't  decided  they  should  be  built. 

Q  You  already  had  the  letter  of  intent  among  those  four  partici¬ 

pating  parties,  had  you  not? 

A  Yes,  sir. 

Q  And  I  believe  you  told  us  yesterday  that  a  letter  of  intent 
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isn't  a  commitment,  is  that  right? 

A  Well,  it  isn't  a  definite  decision  to  build. 

Q  What  is  the  basis  on  which,  today,  you  have  a  contractual  re¬ 
lationship  with  the  other  four  participants  in  Colstrip  3  and 
4? 

A  I  think  we  have  it  on  the  basis  of  a  letter  of  understanding 
that  we  have  with  them. 

Q  A  letter  of  intent? 

A  A  letter  of  understanding. 

Q  How  does  that  letter  of  understanding  and  a  letter  of  intent 
under  which  you  now  operate  differ  from  the  original  letter 
of  intent  or  understanding  that  existed  in  the  early  part  of 
the  fall,  if  not  the  late  summer,  of  1972? 

A  I  think  it  differs  a  little  bit  with  respect  to  the  number  of 
customers,  the  division  of  costs,  how  they  shall  be  paid,  and 
probably  what  costs  will  be  involved. 

Q  Yesterday,  Mr.  O'Connor,  you  rather  forcefully  denied  that 

there  was  any  advertisement  placed  in  the  Wall  Street  Journal 
to  promote  the  sale  of  power  in  the  area  of  Great  Falls,  Mon¬ 
tana? 

A  I  didn't  say  anything  of  the  kind.  I  said  the  Montana  Power 
Company  didn't  run  any  such  ad. 

Q  Did  you  know  Mr.  Jack  Palmquist? 

A  I  certainly  do. 

Q  He  is  an  official  of  the  Montana  Power  Company? 

A  No,  sir. 

Q  Was  he  an  official  of  the  Montana  Power  Company? 

A  No,  sir  —  depending  on  what  you  call  an  official  --  he's  an 
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employee  of  the  Montana  Power  Company. 

Q  What's  his  job  title? 

A  He's  Superintendent  at  Great  Falls. 

Q  Is  he  authorized  to  act  on  behalf  of  the  Montana  Power  Company? 
A  In  some  capacities. 

Q  Is  there  someone  to  whom  he  reports  at  Great  Falls? 

A  Yes,  sir. 

Q  Who? 

A  The  Division  Manager. 

Q  At  Great  Falls? 

A  Yes,  sir. 

Q  Who  is  that? 

A  Lou  Brewer. 

Q  Was  Mr.  Palmquist  also  the  superintendent  in  September  of  1974’* 
A  Yes,  sir. 

Q  And  Mr.  Brewer  is  superintendent,  also,  at  that  time? 

A  Division  Manager  at  that  time. 

Q  So  he  would  have  been  the  supervisor  of  Mr.  Palmquist? 

A  Yes,  sir. 

Q  I  take  it  by  your  statement  to  me  this  morning,  sir,  that  you 
were  well  aware  of  the  fact  that  on  September  20,  1974,  there 
was  an  advertisement  placed  in  the  Wall  Street  Journal  entitlec. 
"Cheap,  abundant  power.  Yes,  Great  Falls,  Montana  has  ample 
electricity  and  natural  gas."  Do  you  recall  that? 

A  I've  recalled  that  red  herring  having  been  drug  out  in  every 

public  hearing  we've  had  on  Colstrip  3  and  4. 

Q  At  every  public  hearing? 

A  I  think  every  public  hearing,  somebody  mentioned  that  ad. 
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Q  Who  put  that  ad  in  the  paper? 

A  The  Great  Falls  Chamber  of  Commerce. 

Q  Actually,  it  was  Project  Energized  that  put  it  in  the  paper, 
wasn't  it? 

A  That's  the  Great  Falls  Chamber  of  Commerce. 

Q  And  the  project  chairman  of  Project  Energized  was  Jack  Palm- 
quist,  wasn't  it? 

A  It  certainly  was.  He's  a  member  of  the  Chamber  of  Commerce, 
an  active  participant  in  their  activities,  and  does  that  on 
his  own,  and  we  don't  try  to  tell  him  how  he  shall  conduct 
himself  in  the  Great  Falls  Chamber  of  Commerce  or  at  his 
church. 

Q  Didn't  Lou  Brewer  tell  his  subordinate.  Jack  Palmquist,  that 
it  was  at  least  inconsistent  with  the  policy  of  the  Montana 
Power  Company  that  the  superintendent  in  Great  Falls  for  the 
Montana  Power  Company  should  be  the  chairman  of  a  project  to 
advertise  cheap,  abundant  power? 

A  I  don't  know  whether  he  told  him  that  or  not. 

Q  Well,  shouldn't  he  have? 

A  No.  We  don't  try  to  regulate  the  personal  conduct  and  lives, 
the  activities  and  social  functions  and  in  the  Chamber  of 
Commerce  of  our  employees. 

Q  Mr.  Palmquist  paid  his  own  private  dues  in  the  Chamber  of 
Commerce? 

A  He  certainly  does. 

Q  And  you  don't  have  any  policy  in  the  Montana  Power  Company 

as  to  how  your  superintendents  conduct  themselves  in  business 
development  with  matters  engaged  in  by  Chambers  of  Commerce? 
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A  We  certainly  have  no  such  policy. 

Q  Mr.  O'Connor,  is  it  your  testimony,  sir,  that  you  take  abso¬ 
lutely  no  stand  at  all  as  far  as  the  Montana  Power  Company  is 
concerned  as  to  what  any  of  your  officials  say  or  do  in 
Chambers  of  Commerce  or  other  civic  groups  for  the  promotion 
of  sales  of  electricity? 

A  We  take  absolutely  no  part  in  Chamber  of  Commerce  activities 
of  our  employees. 

Q  So  your  plan,  your  campaign,  and  your  program  for  conservation 
of  energy  stops  at  the  office  door  of  the  Montana  Power  Com¬ 
pany,  is  that  right? 

A  As  far  as  policy  is  concerned,  yes,  sir.  These  people  are 

not  acting  in  a  capacity  of  an  employee  of  the  Montana  Power 
Company  when  they  go  to  the  Chamber  of  Commerce  meetings. 

They  are  acting  as  an  individual  citizen  of  Great  Falls. 

Q  Do  you,  as  a  consultant  now,  and  as  the  chief  executive  offi¬ 
cer  previously  of  the  Montana  Power  Company,  support  the  pro¬ 
posal  that  new  industry  be  lured  to  Montana  by  cheap  power? 

A  No,  sir. 

Q  But  you  don't  tell  your  employees  not  to  say  that? 

A  As  individuals? 

Q  Yes. 

A  We  certainly  don't,  more  than  we  tell  them  what  to  say  at 
confessional . 

Q  Does  the  Montana  Power  Company  not  support  the  Chambers  of 
Commerce  of  the  state? 

A  We  certainly  do,  proudly. 

Q  And  you  pay  dues  to  the  Chamber  of  Commerce,  do  you  not? 
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A  Yes,  sir. 

Q  Is  that  done  in  a  private  capacity  of  the  Montana  Power 
Company? 

A  It  is  done  in  a  corporate  capacity  of  the  Montana  Power  Com¬ 
pany. 

Q  Well,  if  the  corporate  capacity  of  the  Montana  Power  Company 
is  engaged  at  the  Chambers  of  Commerce,  you  certainly  have  to 
describe  at  the  Chamber  of  Commerce  the  policy  of  the  Mon¬ 
tana  Power  Company  that  there  should  be  a  conservation  of 
energy  and  there  should  not  be  a  lure  of  new  industry  by 
cheap  power,  don't  you? 

A  No,  we  don't  try  to  dictate  to  the  Chambers  of  Commerce  to 
which  we  belong. 

Q  Do  you  express  your  views,  your  corporate  views? 

A  No,  sir,  we  don't  send  any  corporate  representatives  to 
Chamber  of  Commerce  meetings. 

Q  You  just  have  a  corporate  membership? 

A  We  pay  dues  as  a  company  and  we  send  no  corporate  representa¬ 
tives  to  vote  those  corporate  dues.  There  isn't  any  structure 
in  which  we  can  do  that. 

Q  So  it's  your  testimony  that  the  membership  maintained  by  the 
Montana  Power  Company  does  not  carry  with  it  any  opportunity, 
even,  for  the  expression  of  the  corporate  views  of  the  Montana 
Power  Company? 

A  They  would  carry  that  opportunity  whether  we  paid  any  dues  or 
not,  as  a  citizen.  We  would  have  a  right  to  walk  into  a  meet¬ 
ing  and  express  our  views. 

Q  And  you've  never  done  it? 
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A  No. 

Q  And  you  never  intend  to? 

A  No,  sir. 

Q  And  you  never  intend  to  aid  anybody's  conservation  program 

if  it  stops  beyond  the  door  of  the  Montana  Power  Company? 

A  That  isn't  true. 

Q  Why  do  you  draw  a  distinction  between  the  conservation  plans 
of  the  Chamber  of  Commerce  and  the  conservation  programs 
elsewhere? 

A  The  conservation  program,  in  a  man's  home,  may  be  a  matter  of 
our  business,  and  the  views  of  the  Chamber  of  Commerce  are  not 
our  responsibility,  but  assisting  someone  in  how  to  make 
better  use  of  an  appliance  is,  and  it  is  outside  the  door  of 
the  Montana  Power  Company. 

Q  There  are  some  places  where  you  do  engage  in  your  campaign  for 
conservation  and  some  places  where  you  don't,  is  that  the 
short  of  it? 

A  Well,  that's  the  interpretation  you  apparently  place  on  it. 

I  don't  place  that  interpretation  on  it. 

Q  We'll  let  the  record  speak  for  itself.  By  December  of  1972, 
Mr.  O'Connor,  you  not  only  knew  that  you  were  planning  to 
build  Colstrip  3  and  4,  of  two  700-megawatt  generating  units, 
but  you  also  knew  that  there  would  have  to  be  two  500-KV 
transmission  lines  to  service  those  units,  isn't  that  true? 

A  If  we  built  two  700-megawatt  units,  it  would  require  that 
kind  of  transmission. 

Q  You  knew  that  by  then,  didn't  you? 

A  Yes,  sir. 
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Q  There  had  already  been  formed  by  that  time  a  steering  com¬ 
mittee  of  the  four  participants? 

A  It  had  been  formed  by  then,  yes,  sir. 

Q  And  the  steering  committee  had  already  reviewed  presentations 
made  by  consultants  with  respect  to  the  environmental  impact 
statements  that  should  be  prepared  on  behalf  of  the  applicants’' 

A  I  suspect  that  they  had  by  December  of  '72. 

Q  And  eventually  the  Westinghouse  Environmental  Sciences  Division, 
especially  the  Westinghouse  Environmental  Systems  Department, 
was  chosen  to  prepare  the  environmental  analysis? 

A  I  think  they  were  chosen  about  in  January  of  '73. 

Q  What  did  you  do,  Mr.  O'Connor,  about  the  problem  that  Westing¬ 

house  voiced  to  you,  that  they  could  not  prepare  properly 
their  environmental  analysis  unless  they  had  more  data  regard¬ 
ing  the  design  and  nature  of  the  power  plant,  their  control 
systems,  and  the  transmission  lines? 

A  I  don't  know.  I  suspect  that  they  tried  to  provide  them  the 
data . 

Q  Did  you  personally  do  anything  to  insure  that  that  would  be 
the  case? 

A  No,  I  wasn't  in  charge  of  the  Westinghouse  study,  so  I  didn't 
give  them  that  technical  assistance. 

Q  Did  that  concern  ever  come  to  your  attention? 

A  That  they  had  to  have  more  information? 

Q  Yes. 

A  Oh,  I  think  it  was  mentioned  several  times  in  reports  that 
were  made  in  my  office  that  Westinghouse  needed  additional 
information  from  time  to  time,  yes. 
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Q  Can  you  tell  me,  sir,  if  you  do  not  agree  that  without  such 
full  data  having  been  supplied  Westinghouse  they  could  not 
give  you  an  environmental  analysis? 

A  If  they  couldn't,  they  would  have  said  so. 

Q  Don't  you  agree  that  if  they  did  not  have  the  data  they  could 
not  provide  the  analysis? 

A  I  don't  know.  I've  never  prepared  any  environmental  impact 
statements.  I'm  not  an  authority  on  what  you  need. 

Q  Don't  you  think  it's  necessary  for  the  Westinghouse  folks  to 
have  sound,  reliable,  accurate  data  from  which  to  make  an 
analysis? 

A  I  would  expect  that  would  be  true. 

Q  What  did  you  do,  Mr.  O'Connor,  in  response  to  the  recommenda¬ 
tion  of  the  Westinghouse  Environmental  Analysis  people  that 
there  should  be  developed  close  contacts  with  the  Northern 
Great  Plains  Resources  program? 

A  I'm  not  sure  that  anything  was  done  about  that.  I  can't  tell 
you.  I  don't  know  of  anything  that  I  did. 

Q  Did  you  not  think  that  was  a  good  idea? 

A  I  don't  know  as  I  had  an  opinion  about  it  at  the  time. 

Q  With  respect  to  environmental  matters,  Mr.  O'Connor,  relative¬ 

ly  recently,  last  fall,  while  you  were  the  chief  executive 
officer  of  the  Montana  Power  Company,  you  knew,  did  you  not, 
that  you  were  going  to  have  to  have  pollution  control  systems 
on  the  Colstrip  units  3  and  4 ,  or  you  simply  would  not  get  a 
permit  out  of  these  proceedings  from  the  Board  of  Natural  Re¬ 
sources? 

A  We  knew  that  before  last  fall. 
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Q  And  when  you  discussed  that  last  fall  with  the  presidents  of 
the  other  applicants,  you  told  them  that,  and  told  them  that 
you  would  not  guarantee  these  pollution  control  systems, 
didn't  you? 

A  I  don't  think  that  anybody  can  guarantee  any  piece  of  equip¬ 
ment  . 

Q  Did  you  tell  them  that  or  not? 

A  I  may  have . 

Q  Did  you  sign  the  contract  on  behalf  of  the  Montana  Power 

Company  with  the  Westinghouse  Environmental  Systems  Department 

A  I  suspect  that  I  did. 

Q  Are  you  familiar  with  that  provision  of  the  contract  by  which 

Westinghouse  agreed  to  furnish  man  days  in  connection  with 
this  hearing? 

A  No,  I'm  not  specifically  familiar  with  that  provision. 

Q  You  don't  recall  ever  having  read  that  previously? 

A  I  don't  recall  having  ever  read  the  contract. 

Q  You  just  signed  it? 

A  Yes,  I  signed  it. 

Q  Do  you  know  Mr.  James  H.  Wright? 

A  Mr.  who? 

Q  James  H.  Wright. 

A  Yes,  sir. 

Q  Who  is  he? 

A  Doctor  Wright,  at  the  time  that  our  study  was  made,  at  least, 
was  head  of  the  Westinghouse  Environmental  Studies  Department, 
the  Environmental  Science  Department. 

2  Do  you  recall  discussing  with  him  the  prospects  for  a  hearing 
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on  your  application  for  Colstrip  3  and  4? 

Well,  I'm  sure  that  both  Doctor  Wright  and  I  knew  there  would 
be  a  hearing  on  our  application,  but  I  don't  specifically  re¬ 
call  discussing  it  with  him. 

What  do  you  recall  about  your  discussions  with  him  with  respec 
to  federal  approval  of  the  Colstrip  project? 

I  think  Doctor  Wright  mentioned  to  me  several  times,  and  may 
have  even  corresponded  with  me,  about  the  federal  requirements 
environmentally,  and  so  forth,  that  would  be  imposed  upon 
this  project. 

Do  you  recall  discussions  with  him  with  respect  to  the 
approval  necessary  from  the  United  States  Department  of 
Agriculture  and  the  United  States  Department  of  the  Interior? 

I  don't  recall  the  specific  discussions.  They  could  very  well 
have  taken  place.  I  didn't  have  a  lot  of  discussions  with 
Doctor  Wright,  but  I  did  have  some. 

Do  you  recall  his  describing  the  Department  of  Agriculture 
and  the  Department  of  the  Interior  of  the  United  States 
Government  as  two  enormous  bureaucracies? 

I  don't  recall  that,  but  I'm  not  surprised  at  it. 

You  do  recall,  sir,  his  statement  to  you  that  those  two 
enormous  bureaucracies  would  not  be  able  to  present  an  effec¬ 
tive  defense  against  one  smart  lawyer? 

I  again  don't  recall  it,  but  still,  I'm  not  surprised  at 
this  statement. 

It  doesn't  surprise  you  at  all? 

Not  a  bit. 


t 


Didn't  that  mean  to  you,  sir  that  all  you  had  to  do  was  to  get 
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one  smart  lawyer  and  you  could  take  on  those  two  enormous 
bureaucracies  without  any  difficulty  at  all? 

MR.  BELLINGHAM:  I  object  on  the  ground  that  it's 
controversial  and  calls  for  an  opinion,  and  conclusion. 

MR.  SHENKER:  Well,  it  calls  for  the  witness's 
description  of  how  they  class  a  legal  proceeding. 

HEARINGS  EXAMINER:  I  think  you've  asked  the  ques¬ 
tion  and  he's  answered  it.  Sustained. 

Q  Mr.  O'Connor,  do  you  recall  the  preparations  that  were  made 
in  the  spring  of  1973  before  your  application  for  Colstrip  3 
and  4  was  filed,  with  respect  to  the  use  of  the  services  of 
the  Westinghouse  Environmental  Systems  Department  in  making 
an  appropriate  presentation  to  representatives  of  the  State  of 
Montana  to  persuade  them  on  Colstrip  3  and  4? 

A  I  remember  a  meeting  we  had  with  officials  of  the  state. 

Q  Do  you  recall  Doctor  Wright  telling  you  that  your  objective 

was  to  persuade  as  to  the  feasibility  of  the  program? 

A  Well,  I  don't  recall  him  telling  me  that,  but  I  would  under¬ 
stand  that  anyway. 

Q  Do  you  recall  meeting  with  the  Governor  of  the  State  of  Montana 
to  explain  the  Colstrip  project  before  your  application  was 
filed? 

A  The  Governor  and  other  state  officials,  yes,  sir. 

Q  And  you  invited  Mr.  Hodder ,  as  one  of  the  Bonneville  power 
administrators,  to  come  to  that  meeting,  too? 

A  Yes,  he  was  invited. 

Q  And  on  Thursday  night,  May  2,  1973,  do  you  recall  attending  a 

meeting  at  which  there  was  discussion  as  to  how  the  presentation 
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should  be  made? 


A  Was  this  the  evening  before? 

Q  Yes,  sir. 

A  Yes . 

Q  And  he  was  to  present  the  area  resources,  and  Mr.  Warren, 

President  of  Portland  General  Electric  Company,  would  repre¬ 
sent  the  Edison  Electric  Institute's  views,  and  Mr.  Ralph 
Davis,  President  of  Puget  Sound  Power  and  Light  Company, 
would  give  the  kind  of  presentation  that  his  Executive  Vice 
President,  John  Ellis,  had  made  in  Miles  City  for  1978  -  1979 
needs,  and  the  representatives  of  the  Montana  Power  Company 
would  discuss  the  Montana  economic  impacts,  remember  that? 

A  Yes,  that  sounds  about  like  the  order  that  we  presented. 

Q  This  is  May  2,  1973,  and  Jack  Woodstock  was  there  from 

Westinghouse ,  remember  that? 

A  Who  was? 

Q  The  present  Director. 

A  I  don't  remember  his  being  there,  but  he  could  very  well  have 
been . 

Q  He  was  Project  Manager  for  the  Westinghouse  Environmental 
Analysis? 

A  Yes. 

Q  Do  you  recall  him  saying  at  that  time,  one  month  before  the 
application  was  filed,  quote,  I  think  3  and  4  will  go? 

A  No,  I  don't  recall  him  saying  that. 

Q  You  don't  recall  it? 

A  No,  sir. 

Q  Do  you  recall  Mr.  McElwain  being  present? 
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A  I  think  McElwain  was  present. 

Q  Do  you  recall  Mr.  McElwain' s  suggestion  that  you  shouldn't 
discuss  Colstrip  1  and  2,  you  should  separate  that  out  from 
3  and  4,  and  only  consider  3  and  4? 

A  Three  and  four,  of  course,  were  what  we  were  going  to  apply 
for.  That  was  the  purpose  of  the  meeting. 

Q  And  what  you  proposed  be  requested  at  the  meeting  was  that 
there  be  a  final  decision  by  May  of  1974? 

A  Yes,  sir. 

Q  I  presume  that  was  a  final  decision  under  the  Montana  Siting 
Act? 

A  That  was  what  we  asked  for. 

Q  This  was  a  month  before  you  filed  your  application? 

A  Yes,  sir. 

Q  And  this  was  six  months  before  the  filing  of  the  Westinghouse 
Environmental  Analysis? 

A  It  would  be  pretty  close  to  that. 

HEARINGS  EXAMINER:  Mr.  Shenker,  is  your  cross- 
examination  going  to  take  some  considerable  more  time? 

MR.  SHENKER:  Yes,  it  probably  will,  Mr.  Hearings 
Examiner . 

HEARINGS  EXAMINER:  I  suggest  that  we  take  a  recess 
at  this  time. 

(BRIEF  RECESS,  commencing  at  10:40  A.M.) 

(HEARING  RESUMED) 

HEARINGS  EXAMINER:  As  they  say  in  Butte,  leave  us 
start . 
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CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Cross,  by  Department  of  Natural.  Resources  and  Conservation 

By  Mr.  Shenker 

Q  We  were  discussing  before  the  break  this  morning,  Mr.  O'Connor, 
the  subject  of  the  meeting  that  took  place  on  May  2,  1973, 
prefatory  to  a  session  with  the  Governor  of  the  State  of  Mon¬ 
tana,  by  the  presidents  of  the  five  applicants  and  the  adminis-- 
trators  of  Bonneville  Power.  Do  you  recall  at  that  meeting, 
sir,  a  discussion  of  possible  exhibits  that  might  be  desired 
for  that  presentation? 

A  I  don't  recall  the  discussion. 

Q  Do  you  remember  Joe  McElwain's  saying  during  that  meeting, 

"We  don't  intend  to  give  them  anything"? 

A  No,  I  don't  remember  him  saying  that,  but  if  he  said  that,  I 
would  like  to  comment  that  he  said  it  in  the  spirit  of  not 
having  anything  to  give  at  that  time,  not  having  any  exhibits, 
and  not  in  the  spirit  of  not  wishing  to  present  to  them. 

Q  There  was  also  discussion  about  a  list  of  consultants  that 
would  be  provided  at  that  time.  Do  you  remember  who  those 
consultants  were? 

A  No,  sir,  I  don't. 

Q  Do  you  recall  a  discussion  that  Westinghouse  should  not  con¬ 
tact  the  state  staff  people  on  Thursday  because  that  might  be 
misinterpreted? 

A  I  recall  no  such  discussion. 

Q  Do  you  recall  the  comment  having  been  made  on  behalf  of  the 

representative  of  the  Puget  Sound  Power  and  Light  Company  with 
respect  to  the  Westinghouse  discussion  that  no  real  logical 
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presentation  had  been  made? 

A  No,  sir,  I  don't  recall  that. 

Q  Do  you  recall  subsequent  meetings  with  representatives  of 

the  applicant  companies  and  your  consultants  in  which  you  dis¬ 
cussed  with  them  the  actual  construction  time  necessary  for 
building? 

A  Yes,  sir,  I  recall  that  we  had  such  meetings. 

Q  Do  you  recall  the  discussion  in  July  of  1974  that  inasmuch  as 
you  did  not  have  a  certificate  of  environmental  compatibility 
and  public  need  by  May  1st  of  that  year,  it  would  be  impossible 
to  maintain  schedule? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  im¬ 
proper  foundation  has  been  laid.  There  is  no  showing 
here  of  who  stated  what,  where,  when,  specifically, 
whether  Mr.  O'Connor  was  present,  whether  he  wasn't. 
Further  detail  is  necessary  to  establish  such  foundation. 

MR.  SHENKER:  Do  you  recall  such  a  discussion? 

HEARINGS  EXAMINER:  Did  he  answer  the  question? 

MR.  SHENKER:  No,  he  did  not. 

HEARINGS  EXAMINER:  You  may  answer. 

A  I  recall  several  discussions  about  time  schedules  and  that 

sort  of  thing.  We  had  a  number  of  discussions  about  that  sub¬ 
ject,  but  nothing  specific  that  I  recall  right  now. 

Q  You  have  known,  Mr.  O'Connor,  have  you  not,  from  the  outset 

of  the  plans  for  Colstrip  3  and  4  that  you  would  require  both 
state  and  federal  certification  before  you  proceeded? 

A  Yes,  sir. 

Q  And  your  original  contemplation,  was  it  not,  that  you  could 
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have  the  federal  and  state  certification  proceed  at  the  same 
time? 

A  That  was  our  hope. 

Q  You  soon  learned  that  that  would  not  be  the  case? 

A  Yes. 

Q  So  you  know  even  now,  do  you  not,  sir,  that  alter  you  complete 
your  process  of  seeking  certification  from  the  state,  you 
must  still  pursue  that  process  from  the  federal  government? 

A  We  have  to  get  a  permit  from  the  federal  government,  yes. 

Q  And  you  know,  therefore,  do  you  not,  that  the  time  before  you 

can  proceed  with  Colstrip  3  and  4  is  not  governed  by  the  final 
decision  under  the  Montana  Utilities  Siting  Act  alone? 

A  Not  alone. 

Q  Mr.  O'Connor,  do  you  recall  the  meeting  of  the  five  companies' 
presidents  in  Seattle,  Washington,  on  March  8,  1974,  where  you 
opened  the  meeting  and  then  said  that  the  first  thing  on  the 
agenda  was  to  report  on  Colstrip  units  1,  2,  3  and  4? 

A  I  recall  meeting  in  Seattle,  Washington.  I'm  not  sure  of 

the  date. 

Q  At  that  time,  was  it  not  the  case,  sir,  that  the  schedule  ex¬ 
plained  by  your  staff  to  the  other  presidents  was  that  it 
would  be  until  January  26,  1975,  before  you  would  expect  a 
response  from  the  Montana  State  Department  of  Natural  Re¬ 
sources  and  Conservation? 

A  I  don't  recall  that  they  reported  that  that  was  what  would  be 
expected,  but  they  might  have  said  that  was  the  last  date  it 
could  be  made  available. 

Q  And  you  knew  by  then  that  thereafter,  there  would  still  have  tc 
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be  a  study  by  the  federal  government,  including  an  environ¬ 
mental  impact  statement  by  the  federal  government? 

A  We  had  to  have  a  study  from  the  federal  government,  yes. 

Q  Thereafter? 

A  Yes,  sir. 

Q  By  the  way,  Mr.  O'Connor,  can  you  tell  me,  sir,  why  on  the 

cash  flow  with  respect  to  costs  on  Colstrip  units  3  and  4, 
the  costs  have  been  diverted  to  unit  3  instead  of  unit  4? 

A  Pardon? 

Q  Why  the  costs  with  respect  to  units  3  and  4  diverted  to  unit 
3  instead  of  to  unit  3  and  4  or  unit  4? 

A  I  can't  tell  you  why. 

Q  Let's  return  for  a  moment,  Mr.  O'Connor,  to  the  question  of 

the  costs  for  the  work  done  to  date  in  connection  with  Col¬ 
strip  3  and  4.  You  know,  do  you  not,  Mr.  O'Connor,  that  in 
the  event  that  the  five  applicants  are  not  permitted  to  go 
forward  on  Colstrip  units  3  and  4 ,  that  the  cost  they  have 
borne  to  date  can  be  amortized  over  a  period  of  time  with  the 
permission  of  their  respective  Public  Service  Commissions  in 
their  states? 

A  Yes,  sir. 

Q  You  would  certainly  expect  to  do  that,  wouldn't  you? 

A  I  would  hope  to. 

Q  You  have  in  the  past  applied  for  such  permission  for  the 

amortization  of  other  expenses  on  behalf  of  the  Montana  Power 
Company,  have  you  not? 

A  Yes,  sir. 

Q  Do  you  recall,  Mr.  O'Connor,  the  plans  and  preparations  for  a 
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meeting  in  the  late  summer  or  early  fall,  1973,  at  Big  Sky, 
arranged  by  representatives  of  the  Westinghouse  Environmental 
Systems  Department? 

A  I  recall  the  meeting  at  Big  Sky. 

Q  Doctor  Wright,  of  the  Westinghouse  Environmental  Systems 

Department,  discussed  the  arrangements  with  yea,  did  he  not? 

A  Well,  he  solicited  me  to  be  present,  yes,  and  participate  in 
the  program. 

Q  He  asked  you  to  make  the  keynote  address,  did  he  not? 

A  Yes,  sir. 

Q  In  order  to  help  you  along,  he  provided  you  with  notes  for 

your  consideration  of  what  you  should  say? 

A  That's  the  way  I  recall  it. 

Q  Did  you  use  his  script? 

A  No,  I  don't  use  anybody's  script  but  my  own. 

Q  He  asked  you  to  improve  on  the  words  and  music,  but  they 

were  his  notes,  nevertheless? 

A  Yes,  and  I  may  have  used  some  of  them.  I  probably  did,  but  I 
didn't  repeat  them  verbatim,  certainly. 

Q  Do  you  recall  the  meeting  taking  place  at  Big  Sky? 

A  Yes,  sir. 

Q  Shortly  before  that  meeting  did  take  place,  do  you  recall  dis¬ 
cussing  with  Doctor  Wright  his  concerns  on  whether  it  would 
be  possible  for  the  plants  at  Colstrip  to  constitute  the  mini- 
mun  adverse  environmental  impact? 

A  No,  I  don't  recall  that  discussion. 

Q  Do  you  remember  his  telling  you  that  he  had  requested  his 

staff  to  make  a  detailed  review  of  those  concerns,  and  that 
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as  a  result  of  his  review,  the  analysis  said,  quote,  tilt, 
unquote . 

A  I  don't  recall  him  telling  me  that,  but  it  could  have  been 
possible.  I  don't  know  what  he  means  by  "tilt,"  anyway. 

Q  What  does  that  mean? 

A  That's  what  I  said  I  don't  know,  what  he  would  have  meant  if 
he  told  me  that. 

Q  Do  you  recall  receiving  a  letter  in  which  he  said  that? 

A  I  could  have  received  a  letter,  yes. 

Q  And  receiving  such  a  letter,  with  such  a  word  in  it,  would 

that  mean  nothing  to  you  at  all,  would  you  just  ignore  it  and 
go  on  your  way,  or  would  you  inquire  what  he  meant  by  that? 

A  I  don't  think  I  inquired  what  he  meant  by  it  if  he  wrote 
such  a  letter. 

Q  Let  me  show  you,  to  refresh  your  recollection,  Mr.  O'Connor, 
Exhibit  No.  8  to  the  deposition  of  Doctor  Wright,  a  letter  to 
you  of  September  21,  1973.  I'll  direct  your  attention  to  the 
last  paragraph  on  the  first  page  of  that  letter. 

A  Yes,  I  recall  the  letter  now. 

Q  What  did  Doctor  Wright  mean  by  tilt? 

A  Well,  I  gather  from  reading  the  letter  that  he  meant  that 

there  were  certain  standards  that  were  proposed  at  that  time 
which  could  not  be  met  by  Colstrip  3  and  4  as  they  were  at 
that  time  contemplated  and  designed. 

Q  What  did  you  understand  that  to  mean  by  way  of  proposals  for 
standards? 

A  I  think  those  were  EPA  standards  that  were  being  proposed. 

Q  What  did  you  understand  as  to  why  they  were  being  proposed? 
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A  They  had  arrived  at  some  kind  of  a  standard  that  would  meet 

the  national  standards.  They  proposed  about  four,  I  believe, 
in  the  alternate,  for  comments. 

Q  Your  understanding  was  that  there  were  four  different  stan¬ 
dards,  I  suppose,  with  varying  degrees  of  restrictiveness? 

A  I  think  that  generally  that  would  be  a  true  statement. 

Q  Wouldn't  you  understand  Doctor  Wright  to  be  telling  you  with 

respect  to  the  most  restricted  degree,  that  is,  that  which 
would  represent  the  minimum  adverse  environmental  impact  of 
those  alternatives,  that  the  Colstrip  units  would  tilt? 

A  My  understanding  was  that  the  most  restrictive  standards  could 
probably  not  be  met  with  Colstrip  3  and  4. 

Q  You  would  agree  with  me,  would  you  not,  sir,  that  the  most 
restrictive  standard  would  constitute  the  minimum  of  the 
standards  proposed  as  to  adverse  environmental  impact? 

A  Yes,  they  would  be  the  least. 

Q  Then  you  went  to  Big  Sky  and  you  did  make  a  presentation 
there,  and  Doctor  Wright  thought  it  was  very  good,  right? 

A  I'm  glad  to  hear  that. 

Q  Don't  you  recall  his  telling  you  that? 

A  No. 

Q  Let's  see  if  I  can  refresh  your  recollection,  sir,  with  Ex¬ 
hibit  9  to  the  Wright  deposition.  That's  a  letter  to  you  of 
October  3,  1973,  and  I'm  directing  your  attention  to  the  first 
paragraph,  first  line,  first  sentence. 

A  Yes,  sir. 

Q  Do  you  recall  now  that  Doctor  Wright  said  to  you  that  your 
presentation  was  really  great? 
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A  That's  what  he  wrote  in  this  letter. 

Q  Why  don't  you  take  an  opportunity  to  review  the  whole  letter 
to  see  if  it  would  refresh  your  recollection  some,  sir? 
(WITNESS  REVIEWS  LETTER) . 

A  Yes,  sir,  I  received  that  letter. 

Q  Having  read  it  now,  sir,  does  it  refresh  your  recollection 

as  to  its  contents? 

A  Yes,  sir. 

Q  Did  you  agree  with  Doctor  Wright  that  at  the  meeting  at  Big 

Sky  you  were  able  to  identify  the  extremists  with  whom  you 
would  have  to  work? 

A  I  didn't  attend  the  meeting  at  Big  Sky  after  it  got  started. 

I  made  the  opening  speech  and  had  to  leave  and  didn't  attend 
it  any  further,  so  I  had  no  way  of  determining  whether  the 
meeting  served  that  purpose. 

Q  What  did  it  mean  to  you  when  Doctor  Wright  told  you  that  hav¬ 
ing  identified  the  extremists  at  that  meeting  at  this  early 
date,  October  1973,  you  would  have  some  additional  time  to 
develop  a  specific  strategy  for  those  problems? 

A  Well,  I  would  interpret  that  to  mean  that  Doctor  Wright  felt 
just  that  way  about  it,  that  we  might,  if  we  so  desired,  try 
to  develop  a  specific  strategy. 

Q  What  were  the  strategies? 

A  We  didn't  develop  one  that  I  know  of. 

Q  Did  you  agree  with  Doctor  Wright  that  you  saw  no  major  problem 
for  approval  by  the  federal  agencies? 

A  I  had  no  way  of  making  such  a  determination.  I  always  see  a 
major  problem  in  connection  with  getting  any  kind  of  action 
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out  of  government. 

Q  Did  you  specifically  note  and  agree  with  Doctor  Wright's  view 
that  the  federal  agencies  would  constitute  a  scheduling  prob¬ 
lem  for  the  approval  that  they  would  have  to  give? 

A  Yes,  Doctor  Wright  said  that  in  the  letter. 

Q  You  agreed  with  that,  did  you? 

A  Well,  I  had  to  take  Doctor  Wright's  word  for  it.  He  was  the 
one  that  was  determining  some  of  these  things. 

Q  You  didn't  have  any  reason  to  disagree  with  that,  did  you? 

A  No. 

Q  As  a  result  of  his  observation  that  the  Indians  would  want 

special  treatment,  what  did  you  do? 

A  Well,  we  provided  for  the  Indians  to  receive  some  special 
treatment . 

Q  I  think  I'll  let  Mr.  Meloy  inquire  of  you  on  that.  Did  you 
have  any  reason  to  check  further  into  Doctor  Wright's  obser¬ 
vation  that  the  meeting  at  Big  Sky  further  reaffirmed  their 
concern  that  the  major  problem  of  the  project  would  be  with 
state  people? 

A  I  had  no  reason  to  inquire  or  pry  further  into  that.  That 
was  an  opinion  he  had. 

Q  Did  you  agree  with  his  opinion  that  the  state  people  were 
fractioning  into  two  camps? 

A  I  don't  think  I  ever  stopped  to  give  it  that  much  thought. 

Q  What  was  your  reaction  when  he  described  two  camps,  the  young 

Turks,  led  by  Wicks,  who  intended  to  be  as  difficult  as  poss¬ 
ible  and  would  not  hesitate  to  reject  the  project  if  he  had 
the  power  to  do  so,  and  the  power  structure,  led  by 
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Christianson?  What  did  you  think  of  his  analysis  of  that 
fractionation? 

A  Well,  I  just  thought  that  he  had  gained  some  impressions  that 
I  had  no  opportunity  to  gain  because  I  wasn't  at  the  meeting. 

Q  Did  you  not  react  to  those  impressions  by  checking  them  with 
some  of  your  staff  people  who  were  at  the  meeting? 

A  No.  No,  Doctor  Wright's  opinion  of  these  people  wasn't  really 
very  germane  to  whether  or  not  we  proceeded  with  the  project. 
His  opinion  of  somebody  has  no  particular  bearing  on  it,  in 
my  estimation. 

Q  Did  you  react  at  all  to  Doctor  Wright's  statement  of  his  in¬ 
tent  that  he  was  planning  to  give  the  Lt.  Governor  of  the 
State  of  Montana  and  the  head  of  the  state  planning  activity 
the  special  consideration  of  Westinghouse  in  developing  in¬ 
formation  for  the  key  issues? 

A  Well,  I  think  it  was  important  that  he  should  do  so.  These 
are  important  officials  that  have  a  real  interest  in  this,  I 
would  think. 

Q  And  therefore,  you  assume  that  the  Westinghouse  people  did  so? 

A  I  expect  that  they  would  have  done  so. 

Q  Did  you  have  any  reaction,  sir,  to  Doctor  Wright's  expression 
to  you  that  Jack  Voytko  was  anxious  about  the  impact  of 
Christianson's  request  with  respect  to  the  delivery  schedule? 

A  No.  No,  I  think  there  was  no  reaction  to  that  as  far  as  I 

Q  was  concerned.  There  were  a  number  of  people  who  had  some 
concern  about  delivery  schedules. 

Q  Mr.  O'Connor,  yesterday,  sir,  you  told  us  about  a  problem 
which  you  had  recently,  last  fall,  I  think  it  was,  or  last 
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winter,  perhaps,  when  you  had  two  major  generating  plants 
fail  and  as  a  result  you  had  to  call  upon  your  neighbors  for 
some  of  their  power? 

A  Yes,  sir. 

Q  Which  plants  were  those? 

A  The  Ryan  plant  at  Great  Falls  and  one  of  the  units  at  Kerr. 

Q  What  was  the  megawattage  of  the  two  plants  that  went  out? 

A  About  120  megawatts. 

Q  These  were  not  forced  outages  of  plant  management;  they  were 
failures  that  you  hadn't  anticipated? 

A  They  were  forced  outages  «- 

Q  Don't  you  maintain  reserves  for  your  forced  outages? 

A  Sure.  Part  of  it  is  over  on  the  West  Coast  with  our  neighbors! 

Q  And  part  of  your  reserves  are,  in  fact,  in  the  form  of  con¬ 

tract  purchases,  aren't  they? 

A  Agreements  to  furnish  forced  outage  reserves. 

Q  So  you  didn't  want  to  give  us  the  impression,  did  you,  Mr. 

O'Connor,  that  when  you  had  a  couple  of  forced  outages  at  a 
couple  of  plants  last  winter  that  you  suddenly  had  to  scramble 
to  find  out  how  you  were  going  to  make  up  that  power? 

A  Oh,  no,  I  certainly  didn't  want  to  give  you  that  impression. 

I  just  wanted  to  emphasize  the  fact  that  interconnection  and 
being  able  to  make  these  kinds  of  contracts  was  highly  valuable 
to  us . 

Q  And  indeed,  you  would  anticipate  that  in  the  future,  in  the 
regular  course  of  supplying  power,  it  may  well  happen  that 
forced  outages  will  occur  again? 

A  They  could  very  well. 
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Q  And  in  order  to  plan  for  that,  you  have  reserves  which  include 
the  purchase  of  power  from  others? 

A  Yes,  sir. 

Q  And  you  will  always  have  to  have  reserves  for  forced  outages, 
won't  you? 

A  I  hope  you're  right,  that  we  will  always  have  it. 

Q  Don't  you  think  you  should  plan  for  those? 

A  We  should  always  plan  for  those,  certainly. 

Q  Is  it  not  your  understanding,  Mr.  O'Connor,  that  with  Colstrip 
3  and  4  providing  the  maximum  amount  of  power  that  it  can  pro¬ 
vide  under  the  load  factor  that  you  designed  to  operate  power 
plants  and  transmission  lines,  that  within  seven  years  of  to¬ 
day,  all  of  the  five  applicants  will  still  have  deficiencies 
in  their  resources  to  meet  their  projected  loads? 

A  All  of  them  put  together  will  have  a  deficiency,  I  believe. 

Q  And  each  individually,  as  well? 

A  Seven  years  from  today? 

Q  Yes,  sir. 

A  Montana  Power  Company  won't  have  a  deficiency. 

Q  When  did  your  deficiency  come  out? 

A  About  1983  or  1984. 

Q  Maybe  eight  years  from  today? 

A  Or  nine. 

Q  Can  you  tell  me,  Mr.  O'Connor,  why  we  should  be  looking  at 

providing  a  band-aid  on  the  wound  if  it  will  still  be  a  gaping 
hole  after  we've  applied  the  band-aid?  You  understand  my 
analogy? 

A  Yes.  However,  I  would  at  least  like  to  stem  the  flow  of  the 
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blood,  not  leave  the  death  all  in  one  fell  swoop. 

Q  You  don’t  think  there  should  be  a  tourniquet  instead? 

A  Well,  if  there  were  one  available,  it  wouldn't  be  a  bad  idea, 
but  there  isn't  anybody  around  with  one. 

Q  You  haven't  pursued  that,  either,  have  you? 

A  All  of  the  companies  have  pursued  it,  yes,  si  . 

Q  But  you  told  us,  Mr.  O'Connor,  that  as  far  as  the  Montana 

Power  Company  is  concerned,  you  refused  to  pursue  any  further 
alternatives  until  after  the  band-aid  of  Colstrip  3  and  4 
were  applied,  isn't  that  true? 

A  We  didn't  say  we  refused,  we  said  that  we  hadn't. 

Q  You  had  not? 

A  Yes,  sir. 

Q  And  will  not? 

A  It  depends  on  how  long  it  takes  to  get  Colstrip. 

Q  How  long  will  it  be  before  you  start  planning  for  some  other 

contingencies  in  the  jfuture? 

A  Well,  we  probably  will  have  to  start  planning  in  another 
year  about  what  we're  going  to  do  for  1984. 

Q  By  the  way,  Mr.  O'Connor,  you  told  me  yesterday  that  as  a 
result  of  the  inspiration  of  our  deposition  conference  in 
April,  you  found  out  what  a  nominal  rating  was.  Was  it  your 
discovery  on  that  finding  out  that  a  nominal  rating  is  the 
same  thing  as  a  net  rate? 

A  No,  it  isn't  the  same  thing  as  a  net  rating. 

Q  Did  you  not  tell  Mr.  Bellingham  that  on  direct  examination? 

A  I'm  not  sure  if  I  did.  If  I  did,  it  was  an  incorrect  answer. 

Nominal  and  net  ratings  are  not  the  same,  necessarily. 
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Q  In  discussing  with  us  yesterday,  Mr.  O'Connor,  why  you 

didn't  think  it  was  a  good  idea  to  pursue  the  nuclear  unit, 
for  example,  an  800-megawatt  nuclear  unit,  you  referred  to 
the  problem  of  reliability,  did  you  not? 

A  That  would  be  one  of  the  problems. 

Q  And  that  would  be  because  of  the  size  of  the  units,  is  that 
right? 

A  That's  right. 

Q  To  explain  a  little  bit  more,  what  you  mean  by  that  is  that 

if  the  unit  of  800  megawatts  were  to  go  out? 

A  Yes,  sir. 

Q  That  you  would  have  to  cover  that  size  of  a  loss? 

A  Right. 

Q  Isn't  the  same  thing  true  as  to  the  700-megawatt  unit? 

A  Certainly. 

Q  Is  it  your  view,  Mr.  O'Connor,  that  you  still  have  to  have 

a  unit  in  reserve,  equivalent  in  size  to  the  largest  generat¬ 
ing  unit  in  your  system? 

A  It  would  be  if  you  were  not  interconnected. 

Q  But  by  interconnection  with  other  facilities,  other  systems, 

then  you  don't  need  to  have  that  kind  of  reserve,  do  you? 

A  That's  exactly  what  I  testified  to  yesterday. 

Q  Is  not  the  very  process  of  building  very  large  units  the 
means  by  which  you  must  expand  your  reserves? 

A  In  total? 

Q  Yes,  sir. 

A  Yes,  sir,  in  total,  all  of  the  companies  together. 

Q  I'd  like  to  come  back,  Mr.  O'Connor,  to  why  there  are  no  plans 
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beyond  Colstrip  units  3  and  4  according  to  your  testimony. 
You've  had  a  number  of  meetings  over  the  years  with  the 
representatives  of  the  other  companies  who  are  now  applicants 
in  this  proceeding,  have  you  not? 

A  Yes,  sir. 

Q  At  those  meetings,  have  you  not  discussed  with  them  the 
desirability  of  planning  beyond  Colstrip  3  and  4? 

A  Most  of  those  companies  have  planned  substantially  beyond 
Colstrip  3  and  4 . 

Q  Have  you  not  reacted  to  them  in  their  discussions  that  all 
of  the  participants  in  this  particular  proceeding  should  be 
planning  beyond  Colstrip  3  and  4? 

A  I  think  we've  agreed  that  plans  beyond  Colstrip  3  and  4  are 
important  to  all  of  us. 

Q  Those  have  been  discussions  that  you  have  been  holding  with 
the  companies  at  least  for  the  last  two  years,  are  they  not? 

A  Yes,  sir. 

Q  So  all  that  time,  for  the  last  two  years  that  you  have  been 
agreeing  with  the  other  companies  that  plans  beyond  Colstrip 
3  and  4  are  important,  you  have  not  been  planning  beyond 
Colstrip  3  and  4? 

A  Not  on  the  Montana  Power  Company  system. 

Q  Do  you  recall  the  President  of  the  Pacific  Power  and  Light 

Company  furnishing  a  memorandum  on  a  proposal  for  commitments 
of  plants  after  1982? 

A  That's  conceivable.  There  were  several  proposals  for  plants 
after  1982,  1983,  1984,  and  I  think  that  we  might  have  an 
opportunity  to  participate  in  some  of  those. 
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Q  Where? 

A  Well,  Skagit  would  be  one. 

Q  Is  Skagit  going  to  be  a  project? 

A  Skagit  is  a  nuclear  project,  yes. 

Q  Where  else? 

A  Well,  there  was  some  discussion  about  participation  in  the 
plants  that  were  going  to  be  built  at  Boardman. 

Q  Boardman? 

A  That  was  the  name  that  was  given  to  the  original,  yes,  by 
Portland  General  Electric  Company. 

Q  Did  you  consider  participating  on  that  one? 

A  Well,  we  haven't  reached  a  conclusion.  We're  considering 

participating  in  all  these  projects  when  the  appropriate  time 
comes  to  make  a  determination.  They're  still  under  considera¬ 
tion  . 

Q  What  other  proposals  were  made  to  you  in  your  meetings  with 
the  presidents  for  plans  beyond  Colstrip  3  and  4? 

A  Oh,  I  don't  recall  any  specifically.  There  may  have  been 
others . 

Q  Do  you  recall  the  president  of  the  Washington  Water  Power 

Company  commenting  that  it  was  important  for  private  utilities 
to  put  their  proposals  to  the  Bonneville  Power  Administration 
before  Bonneville  made  its  own  proposal? 

A  It's  a  perfectly  natural  statement.  I  don't  recall  him  making 
it,  but  it's  a  pretty  natural  one. 

Q  Why? 

A  Because  they  want  to  be  the  suppliers  of  their  own  energy  to 

the  extent  that  they're  able.  I  don't  think  they  particularly 
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want  Bonneville  Power  Administration  in  the  steam  generating 
business . 

Q  Is  it? 

A  No,  sir. 

Q  Does  it  have  any  present  plans  published  to  do  so? 

A  No. 

Q  What  does  the  phrase,  brokerage  and  power  management  idea, 
mean  to  you? 

A  Not  much. 

Q  You've  never  seen  that  phrase  used  before? 

A  I  don't  recall  the  phrase  per  se,  no. 

Q  You  don't  recall  at  the  meeting  of  November  13,  1973,  in 

Seattle,  Washington,  which  you  attended  along  with  Mr.  McEl- 
wain,  Mr.  Adams  and  Mr.  Ross,  a  discussion  led  by  Mr.  Frisbee, 
the  President  of  Pacific  Power  and  Light  Company,  on  the 
brokerage  of  power? 

A  I  may  recall  the  discussion,  but  I  don't  recall  the  phrase. 

Q  You  don't  know  what  brokerage  of  power  means? 

A  Yes,  I  know  what  the  brokerage  of  anything  is. 

Q  What  does  the  brokerage  of  power  mean? 

A  I  think  it  means  the  managing  of  a  power  supply  and  the 

distribution,  sale  of  it,  arrangements  to  distribute  it. 

Q  As  a  result  of  that  discussion,  did  you  not  form  ideas  on 
what  should  be  done  beyond  Colstrip  4? 

A  Well,  the  ideas  we  formed,  that  we  would  need  power  beyond 

Colstrip  4,  on  Montana  Power  Company  systems,  we  didn't  zero 
in  on  any  particular  way  to  provide  that  power. 

Q  At  that  same  meeting,  November  13,  1973,  do  you  recall  a 
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discussion  regarding  whether  conservation  projects  should  be 
undertaken/  and  if  so,  what  kind? 

A  No,  I  don't  recall  that  discussion. 

Q  Led  by  Ralph  Davis,  of  Puget  Sound  Power  and  Light  Company? 

A  It  could  very  well  have  been  taking  place. 

Q  Do  you  recall  having  discussed  with  project  sponsors  and 

with  representatives  of  the  Westinghouse  Environmental  Science 
Division,  formerly  the  Westinghouse  Environmental  Systems 
Department,  that  the  major  problem  at  Colstrip  is  an  encroach¬ 
ment  on  the  life  styles  of  the  ranchers  in  that  part  of  the 
state? 

A  I  don't  recall  the  discussion,  but  I  might  not  have  participat 
ed . 

Q  But  you  knew  that  to  be  the  case  as  to  the  understanding  ex¬ 
pressed  by  Westinghouse  and  project  sponsors? 

A  Westinghouse  may  have  expressed  that  and  some  other  project 
sponsors  may  have.  I  don't  know  that  that  necessarily  is 
true . 

Q  Do  you  recall  the  Westinghouse  folks  specifically  putting  the 
question  that  really  what  all  of  us  are  going  to  have  to  look 
at  is  the  reaction  to  be  expected,  quote,  How  will  this  pro¬ 
ject  affect  me,  unquote? 

A  I  think  that's  the  way  most  projects  are  determined,  how  it 
will  affect  me. 

Q  And  from  your  standpoint,  that  means,  how  will  it  affect  the 
Montana  Power  Company? 

A  And  the  Montana  Power  Company's  customers. 

Q  And  the  stockholders? 
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A  And  stockholders. 

Q  Mr.  O'Connor,  do  I  understand  you  that  you  want  us  to  believe 
that  the  Montana  Power  Company  has  no  alternative  but  to  pur¬ 
sue  Colstrip  3  and  4,  and,  at  the  same  time,  has  no  present 
contingency  plan  without  Colstrip  3  and  4  and  finally,  at 
the  same  time,  has  no  plan  for  meeting  any  de: icits  now  pro¬ 
jected  for  the  period  after  Colstrip  unit  4  would  go  into 
operation? 

MR.  BELLINGHAM:  We  object  on  the  ground  that  it's 
repetitious  and  argumentative,  sir. 

MR.  SHENKER:  I've  never  conjoined  all  three  of 
those  points  together. 

HEARINGS  EXAMINER:  Well,  I  think  you've  asked  them 
all  three  separately,  but  I  can  see  no  harm  in  answering 
again  so  it  will  be  clear  in  the  record.  Go  ahead  and 
answer  the  question. 

WITNESS:  Well,  let  me  answer  one  at  a  time. 

HEARINGS  EXAMINER:  I  think  that's  fair  enough. 

A  First  of  all,  we  have  no  plans  at  the  present  time  that  we 
believe  to  be  acceptable  and  consumable  as  an  alternate  to 
Colstrip  3  and  4.  Secondly,  we  have  no  plans  that  are 
finalized  and  finished  and  determinations  made  for  a  power 
supply  after  Colstrip  3  and  4  are  built. 

Q  Mr.  O'Connor,  what  causes  me  to  repeat  the  question  to  you, 
sir,  now,  is,  what  caused  you  to  pursue  the  matter  that  you 
earlier,  when  I  asked  you  if  you  had  plans,  your  answer  was, 
"We  have  no  final  plans,"  and  when  I  ask  you  if  you  have  al¬ 
ternatives,  you  tell  me  that  you  do  not  have  acceptable 


-5Q7- 


»  ll  III 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 
27 


alternatives.  Am  I  to  infer  that  you  have  alternatives  which 
you  do  not  believe  acceptable  and  you  have  plans  which  are 
not  final? 

A  Certainly. 

Q  All  right,  are  you  proposed  today  to  disclose  what  the  al¬ 
ternatives  and  plans  are? 

A  One  of  the  plans  for  not  having  Colstrip  3  and  4,  one  of  the 
alternatives,  is  to  not  furnish  your  load,  and  that  is  not 
an  acceptable  one,  and  the  alternatives  after  1984,  which 
have  not  been  finalized,  are  that  we  might  try  to  get  par¬ 
ticipation  in  a  plant  that  is  scheduled  for  construction  in 
the  West. 

Q  Have  you,  at  any  time,  as  the  chief  executive  officer  of  the 
Montana  Power  Company,  or  at  any  time  as  the  President  of 
the  Montana  Power  Company,  directed  your  staff  to  prepare  any 
planned  alternative  to  Colstrip  3  and  4  and  any  plans  beyond 
Colstrip  3  and  4? 

A  A  written  gain  plan,  is  that  what  you're  asking? 

Q  No,  I  asked  you  whether  you  gave  a  direction. 

A  We  gave  no  direction. 

MR.  SHENKER:  I  have  no  further  questions  at  this 
time  and  I  reserve  further  cross-examination  based  upon 
the  depositions  taken  on  May  15,  1975,  in  San  Francisco. 

HEARING  EXAMINER:  Very  well,  Mr.  Meloy,  you  may 
examine  on  behalf  of  the  Northern  Cheyenne  Tribe. 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Cross,  by  Northern  Cheyenne  Tribe,  Inc. 
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By  Mr.  Meloy 

Q  Mr.  O'Connor,  have  you  ever  visited  the  proposed  site  at  Col- 
strip? 

A  Yes,  sir. 

Q  How  many  times  since  the  site  was  selected,  approximately? 

A  Oh,  I'm  just  estimating,  but  probably  thirty  times. 

Q  How  did  you  get  there? 

A  Well,  most  of  the  times  that  I  went  there,  I  flew  down  to 
Forsyth  and  drove  from  Forsyth  up  there. 

Q  Have  you  visited  Lame  Deer? 

A  Yes,  sir. 

Q  Where  is  Lame  Deer? 

A  South  of  Colstrip. 

Q  Does  the  town  of  Lame  Deer  have  any  relationship  with  regard 

to  seat  of  government  of  any  particular  entity? 

A  I  believe  that  that  is  the  headquarters  of  the  Cheyenne  Indian 
Tribe. 

Q  Do  you  know  approximately  how  many  members  of  the  tribe  live 
upon  the  reservation? 

A  I  was  told  that  there  were  2800.  Being  a  man  of  veracity,  I 
accepted  the  number. 

Q  Do  you  know  approximately  how  far  the  boundaries  of  the  reser¬ 
vation  are  from  the  proposed  site? 

A  To  the  immediate  boundary,  the  closest  one? 

Q  Yes. 

A  Oh,  I'm  sure  that  it's  probably  less  than  twenty  miles. 

Q  Do  you  know  who  Allen  Rowland  is? 

A  Yes,  sir. 
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Q  What  is  he? 

A  He's  Chairman  of  the  Tribal  Council. 

Q  Have  you,  as  chief  executive  officer  of  the  Montana  Power 

Company,  had  any  discussions  with  Mr.  Rowland  as  chief  execu¬ 
tive  officer  of  the  Northern  Cheyenne  Tribe  with  regard  to 
the  impact  of  your  proposed  plant  upon  his  reservation? 

A  In  regard  to  this  proposed  plant,  specifically? 

Q  Yes. 

A  No,  sir. 

Q  Are  you  concerned  about  the  impact  of  the  proposed  plan  on 
the  Northern  Cheyenne  Tribe? 

A  Yes,  sir. 

Q  Have  you  issued  any  instructions  to  anybody  with  regard  to  the 
impact  on  the  tribe  and  that  that  impact  should  be  considered? 

A  Yes,  sir. 

Q  To  whom? 

A  To  the  people  who  are  in  charge  of  construction,  Bechtel 

Corporation . 

Q  What  were  the  instructions? 

A  The  instructions  were  that  they  were  to  set  up  a  job  training 
program  and  give  particular  preference  to  the  members  of  the 
Crow  and  Cheyenne  Indian  Tribes  in  trying  to  train  them  for 
work  on  the  Colstrip  project. 

Q  To  whom  did  you  give  that  instruction? 

A  They  were  given  to  Bechtel  Corporation  and  to  the  project 

manager . 

Q  Who  is  he? 

A  Jim  --  the  name  escapes  me  for  a  second  --  Jim  Waldon. 
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Q  Have  you  given  any  other  instructions  with  regard  to  any 

member  of  your  corporation  with  regard  to  the  impact  of  your 
plant  on  the  Northern  Cheyenne  Tribe? 

A  Well,  I  think  that  specific  instructions  we  gave  had  generally 
to  do  with  giving  preference  to  those  people  in  employment. 

Q  Then  your  answer  is  no,  that  you  did  not  give  any  other  in¬ 
structions? 

A  Not  specific  instructions. 

Q  Have  you  given  any  instructions  to  those  people  who  analyze 
and  plan  for  the  proposed  project  that  the  potential  impact 
on  society  and  culture  of  the  Northern  Cheyenne  Tribe  be 
analyzed  or  studied? 

A  I  don't  think  there  were  any  specific  instructions  given  to 
any  of  our  people  on  that  issue. 

Q  Do  you  know  whether  any  studies  have  been  done  on  the  impact 
your  proposed  project  will  have  on  the  society  and  culture  of 
the  Northern  Cheyenne  Tribe? 

A  I  suspect  that  in  the  course  of  making  sociological  studies 
that  no  one  would  exclude  the  Northern  Cheyenne  Tribe  and 
they  would  be  included  in  the  studies  that  have  been  made  on 
that  subject. 

Q  Do  you  know  whether  the  study  of  the  Westinghouse  Environmen¬ 
tal  Systems  considered  the  Northern  Cheyenne  Tribe? 

A  I  don't  know  that  it  did. 

Q  Would  it  surprise  you  to  learn  that  it  did  not? 

A  No. 

Q  It  would  not  surprise  you? 

A  No,  sir. 
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MR.  MELOY :  Mr.  Davis,  I  have  some  questions  relat¬ 
ing  to  air  quality  matters  that  I  would  like  to  reserve 
to  discuss  with  Mr.  O'Connor  at  a  time  when  those 
matters  are  discussable.  Is  that  proper?  I  would  ask 
that  at  the  end  of  my  cross-examination  I  have  reserved 
and  that  I  do  request  that  I  be  permitted  to  recall  Mr. 
O'Connor  as  an  adverse  witness. 

MR.  BELLINGHAM:  Sir,  I  would  like  to  bring  up  the 

subject  further.  I  realize  that  the  other  day,  upon 
Mr.  O'Connor's  direct  examination,  certain  orders  and 
determinations  were  made  by  the  Hearings  Examiner  rela¬ 
tive  to  this  particular  subject,  and  we  objected,  of 
course,  at  the  time,  and  I  think,  after  further  thought, 

I  would  like  to  find,  at  this  time,  and  go  a  little  bit 
further,  perhaps,  than  we  did  the  other  day,  regarding 
this  subject. 

HEARINGS  EXAMINER:  You  may  proceed. 

MR.  BELLINGHAM:  The  statute  we  are  concerned  with 
here,  as  the  Examiner  is  fully  aware,  is  7810,  and  in 
subparagraph  (h)  of  (1) ,  it  states  generally  that  the 
Board  would  have  to  grant  a  certificate  unless  it  finds 
that  the  duly  authorized  state  air  and  water  quality 
agencies  have  certified  that  the  proposed  facility  will 
not  violate  state  and  federally  established  standards 
and  implementation  plans.  Then  it  goes  on  to  matters  not 
pertinent  to  my  discussion,  but  to  repeat  again  that 
these  agencies  have  certified  that  the  proposed  facility 
will  not  violate  state  and  federally  established 
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standards  and  implementation  plans.  Now,  as  I  understand 
it,  at  this  hearing  on  June  5th  relative  to  the  Board  of 
Health,  we  are  going  to  concern  ourselves  with  this  par¬ 
ticular  problem  set  forth  in  the  statute,  air  and  water 
quality,  and  whether  or  not  state  and  federal  standards 
have  been  violated.  Now,  it's  my  recollection  that  the 
other  day,  Mr.  O'Connor  commenced  testifying  relative  to 
emission  problems  and  what  it  might  do  as  to  one  of  the 
plant  sites,  or  perhaps,  it  was  in  the  positive  rather 
than  the  negative,  and  there  were  no  problems  involved, 
or  few  of  them  involving  certain  plant  sites.  Now,  it's 
our  strong  feeling  that  this  type  of  testimony  should  be 
gone  into  at  this  time,  because  it  is  not  directed 
specifically  to  the  particular  problem  posed  by  the 
statute.  As  an  example,  Mr.  Labrie  is  going  to  testify 
as  to  various  plant  sites  within  the  State  of  Montana 
that  were  considered  by  Montana  Power  Company  prior  to 
the  time  that  they  finally  chose  Colstrip  1  and  2  near 
Colstrip.  Now,  insofar  as  their  determinations  and  their 
analysis  of  those  particular  plant  sites,  they  were  not 
concerned  as  such,  basically,  whether  or  not  they  violat¬ 
ed  state  and  federally  established  standards  and  imple¬ 
mentation  plans,  because,  at  that  time,  there  were  none 
that  I  know  of.  There  may  have  been  some  federally,  but 
certainly,  as  far  as  the  state  is  concerned,  I  doubt 
that  there  were  any  at  that  time,  but  anyway,  he  is  not 
planning  at  this  particular  time  to  testify  specifically 
as  to  this  particular  problem  posed,  standards  and 
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implementation  plans.  He  would  testify  generally  to  the 
fact  that  they  analyzed  the  problems  in  certain  valleys, 
that  they  had  had  problems  previously  from  other  plants 
and  the  prevailing  wind,  which  presented  certain  problems 
involving  the  inhabitants  of  that  area,  and  for  this, 
along  with  other  reasons,  they  finally  decided  that  per¬ 
haps  the  plant  had  no  business  being  located  in  that  par¬ 
ticular  area.  Now,  we  are  not  planning  on  getting  into 
details  at  all  relative  to  air  and  water  quality  stan¬ 
dards,  but  we  do  feel  that  we  have  the  right  —  not  only 
the  right,  but  we  have  the  obligation  under  the  Siting 
Statute,  to  present  the  reasons  why  certain  plants,  or 
certain  sites,  were  considered  and  rejected  out  of  hand. 
Now,  there  may  be  other  testimony  that  will  touch  upon 
this  particular  subject.  We  will  not  touch  it  in  detail, 
and  I  made  this  statement  the  other  day,  either  on  my 
opening  statement  or  later  on  in  the  course  of  argument 
that  we  had  no  intention  in  this  particular  phase  of  our 
proceeding  to  go  into  any  detail  relative  to  this  particu 
lar  problem,  and  we  don't,  and  we  feel  that  our  analysis 
of  what  we  intend  to  produce  relative  to  emissions  is  in 
such  a  broad  and  general  field,  and  will  be  presented  in 
that  manner,  that  in  effect,  they  have  no  bearing  upon 
this  particular  matter,  and  as  such,  I  recall  the  other 
day,  that  somebody  made  a  motion  that  the  Hearings  Ex¬ 
aminer  took  under  advisement  and  still  has  under  advise¬ 
ment,  relative  to  whether  or  not  certain  testimony  should 
be  certified  up  to  the  Board  of  Health,  so  I  feel  it's 
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obvious  that  has  no  place  as  far  as  the  Board  of  Health 
hearing  is  concerned,  because  it  is  not  directed  to  this 
portion  of  the  statute.  Now,  basically,  for  those 
reasons,  we  feel,  (1)  that  we  have  the  right  to  present 
general  testimony  of  the  kind  that  I  have  indicated,  and 
(2),  that  this  particular  testimony  has  no  business  in 
being  certified  to  the  Board  of  Health.  Now,  the  Board 
of  Health  will  receive,  we  hope,  a  full  review  of  the 
facts  pertaining  to  this  particular  subsection  in  the 
statute  involved,  and  certainly,  the  things  that  we  have 
brought  out  previously,  and  things  that  we  intend  to 
bring  out  in  future  testimony,  as  far  as  this  particular 
phase  of  the  case  is  concerned,  we  feel  just  has  no  bear¬ 
ing  upon  this  whatsoever. 

HEARINGS  EXAMINER:  Do  you  want  to  respond,  Mr. 
Shenker? 

MR.  SHENKER:  I  don't  know  what  we're  supposed  to 
respond  to.  Is  Mr.  Bellingham  proposing  that  we  do  or 
don't  have  discussion  about  air  and  water  quality 
matters? 

HEARING  EXAMINER:  I  understand  that  he's  proposing 
that  you  discuss  it  within  the  framework  of  the  statute 
of  the  requirements,  at  the  hearing  before  the  Board  of 
Natural  Resources.  I  think  originally  it  was  my  thinking 
that  we  were  trying  to  avoid  the  duplication  of  witnesses 
and  expense.  I  don't  think  that  anyone  wants  to  have  any 
part  of  this  record  certified  to  the  Board  of  Health  as 
a  practical  matter.  I  think  that  you  can  use  this  for 
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impeachment  purposes  or  a  hearing,  in  cross-examination 
if  a  person  stated  something  at  another  hearing. 
(Background  noise).  I  think  there's  probably  a  good 
deal  of  sense  in  what  Bill  says  in  this  regard.  If 
there's  a  witness  on  the  stand,  and  I  think  it's  consis¬ 
tent  with  Mr.  Graybill's  motion  that  I  keep  things  in 
an  orderly  manner,  if  there's  a  witness  here  that  is 
not  going  to  be  called  in  the  Health  Hearing,  that  he  be 
permitted  to  go  into  these  things.  I'd  like  to  hear  if 
you  think  there  are  some  contrary  views  on  that.  In 
other  words,  I  think  you'll  have  to  make  your  full  case 
before  the  Health  Hearing  on  those  questions.  I  think 
if  there  are  questions  regarding  whether  this  consti¬ 
tutes  the  minimal  environmental  impact,  that  is  a  com¬ 
pletely  different  situation,  and  there's  bound  to  be 
some  overlapping.  I  think  my  ruling  put  us  in  the  pos¬ 
ture  of  being  too  restrictive,  and  I  think  we  should  go 
ahead  and  I  should  grant  your  motion,  but  I'd  like  to 
hear  if  anyone  feels  differently.  I  feel,  after  con¬ 
siderable  thought  the  other  day,  it  seems  to  me  we're 
getting  ourselves  in  a  posture  to  make  it  very  difficult 
for  cross-examiners  to  examine  this  witness  in  an  orderly 
manner  on  what  he  knows.  If  he's  going  to  be  the  same 
witness  as  in  the  Health  Hearing,  I  would  appreciate 
avoiding  the  duplication  of  the  record  and  witness  and 
time,  to  take  the  same  witness  here  and  on  the  Health 
Hearing . 

MR.  SHENKER:  The  reason  I'm  a  little  confused  as 
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to  how  to  respond  to  Mr.  Bellingham,  but  I  think  you 
have  now  described  what  you  understand  to  be  his  posi¬ 
tion  --  is  what  I  thought  were  the  ground  rules  already. 
I've  certainly  been  proceeding  on  that  assumption.  A 
number  of  my  questions  to  Mr.  O'Connor  have  been  framed 
with  reference,  specifically,  to  the  minimum  adverse  en¬ 
vironmental  impact  section  of  the  statute.  I  think  it 
is  necessary,  proper  and  essential  that  we  therefore  have 
to  get  into  air  and  water  quality  problems  to  the  extent 
that  they  relate  to  the  statutory  discussion  of  adverse 
environmental  impacts,  their  minimums  or  maximums ,  as 
the  case  may  be,  and  I  recognize  that  it's  a  problem  to 
the  proceedings  we've  adopted,  to  avoid  duplication. 
There's  going  to  be  some  duplication.  I  think  the  only 
thing  we  would  ask  for  is  if  a  witness  is  called,  such 
as  Mr.  Labrie,  for  example,  I  assume  he  will  be  recalled 
in  the  hearing  on  air  and  water  quality  aspects  of  the 
proceeding  and  we  simply  notify  him  of  that,  and  he 
knows  that  we  don't  have  to  go  into  all  of  those  matters 
with  him  in  cross-examination  of  what  Mr.  Bellingham 
discussed  today  as  sort  of  a  broad  but  not  detailed  dis¬ 
cussion  of  some  of  the  environmental  problems.  I  see 
no  difficulty  in  proceeding  here  before  the  Board  of 
Natural  Resources  in  our  hearing,  conceptually,  on  ad¬ 
verse  environmental  impact  problems.  Mr.  Meloy  just  in¬ 
quired  of  the  Hearings,  Examiner,  which  precipitated  the 
discussion,  whether  he  could  reserve  his  cross-examination 
with  respect  to  air  and  water  quality  problems. 
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I'm  sure  he'd  have  the  right  to  do  that,  as  strictly 
seen  within  the  parameters  of  the  Board  of  Health  pro¬ 
ceeding,  but  if  there  are  broader  concerns  that  Mr. 

Meloy  would  want  to  go  into,  I  think  they  should  not  be 
barred  from  looking  at  adverse  environmental  impact 
problems  with  Mr.  O'Connor  right  now. 

HEARING  EXAMINER:  I  think  that  will  be  the  posi¬ 
tion.  I  notice  that  Section  (c)  of  7810  says  that  the 
Board  of  Natural  Resources  represents  the  minimal  ad¬ 
verse  environmental  impact  considering  the  state  of  the 
available  technology  and  the  nature  of  the  economy  of  the 
various  alternatives.  I  have  permitted  extensive  cross- 
examination  on  this  subject,  as  I  wish  to  have  a  full 
and  complete  hearing  on  both  sides.  We  will  consider 
matters  of  air  and  water  in  this  hearing.  I  trust  coun¬ 
sel  will  try  to  limit  their  discussion  of  these  matters 
if  the  same  witness  is  going  to  be  called  by  the  Board 
of  Health.  I  also  want  to  say  that  if  I  do  have  that 
motion  still  pending,  I  will  deny  the  motion  to  certify 
whatever  it  was  Mr.  Shenker  wanted  certified.  It  would 
be  my  position  that  no  part  of  these  proceedings  would 
be  heard  by  the  Board  of  Health  hearing. 

MR.  SHENKER:  It  was  to  certify  an  answer  which  was 
otherwise  moved  to  be  stricken. 

HEARINGS  EXAMINER:  I  think  that  was  taken  care  of. 
We'll  adjourn  until  1:30. 

(ADJOURNED  AT  12:10  P.M.) 
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(MEETING  RECONVENED  at  1:30  A.M.) 


HEARING  EXAMINER:  Are  we  ready  to  proceed  with 
the  examination  by  Mr.  Meloy  of  Mr.  O'Connor?  I  think 
the  record  should  show  that  Mr.  David  Johns,  a  member 
of  the  Board  of  Natural  Resources,  is  now  in  attendance. 
Mr.  Meloy? 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Cross,  by  Northern  Cheyenne  Tribe,  Inc. 

By  Mr.  Meloy 

Q  Mr.  O'Connor,  it  is  your  testimony,  as  I  understand  it,  that 
you  gave  no  instructions  for  studies  done  by  your  company 
considering  the  impact  of  the  proposed  project  on  the  social 
and  cultural  aspects  of  life  on  the  Northern  Cheyenne  Indian 
Reservation? 

A  I  don't  think  we  gave  any  specific  instructions  to  study  the 
social  impact  on  the  Cheyenne  Indians;  however,  we  made  an 
effort  to  consider  that  factor. 

Q  You  made  an  effort  to  consider  that  fact? 

A  Yes,  sir,  the  meeting  at  Big  Sky,  to  which  Mr.  Shenker  re¬ 
ferred  this  morning,  members  of  the  Cheyenne  Indian  Tribe 
were  invited  to  come  there  and  to  participate  in  that  meeting 
and  this  was  long  before  there  was  any  Colstrip  3  and  4.  Now, 
we  had  some  meetings  in  which  Allen  Rowland  was  involved  prior 
to  that,  before  we  ever  built  Colstrip  1  and  2. 

Q  It  is  your  testimony,  however,  is  it  not,  that  no  studies  were 
done,  nor  did  you  instruct  anyone  to  study  the  impact  of  your 
proposed  power  station  on  the  social  and  cultural  life  of  the 
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Northern  Cheyennes? 

A  I  don't  think  we  did,  no. 

Q  Do  you  think  that  the  importation  of  workers  that  you  contem¬ 

plate  will  be  necessary  to  construct  the  two  plants  would 
have  an  impact  on  the  social  and  cultural  life  of  the  Northerr. 
Cheyenne  Tribe? 

A  Well,  it  conceivably  could,  but  Colstrip  is  quite  a  ways  from 
the  nearest  place  where  any  of  those  workers  might  shop  or 
live  on  the  Cheyenne  Indian  Reservation.  It  probably  would 
be  likely  that  most  of  them  would  be  at  Colstrip  or  Forsyth 
or  places  other  than  on  the  Indian  reservation. 

Q  Do  any  of  the  workers  who  are  presently  constructing  units  1 
and  2  live  or  shop  at  Lame  Deer? 

A  Well,  I'm  sure  that  some  of  the  Cheyennes  do. 

Q  Do  any  of  the  workers  who  are  not  Cheyennes? 

A  I  don't  have  any  idea. 

Q  Your  answer  to  the  previous  question  with  regard  to  construc¬ 
tion  workers  at  3  and  4  was  that  you  felt  there  might  be  an 
impact,  but  you  thought  not,  is  that  right? 

A  I  think  the  impact  would  be  minimal.  I  don't  think  that  many 
of  those  people  would  live  on  the  Cheyenne  Indian  Reservation, 
who  work  there. 

Q  How  would  you  know  that  when  your  answer  to  the  previous 

question  was  that  you  had  made  no  studies  and  given  no  in¬ 
structions  for  such  studies? 

A  I  don't  know  that,  that  is  an  assumption,  and  I  made  that 

clear.  I  would  assume  they  would  live  in  Colstrip  or  at  For¬ 
syth. 
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Did  you  ever  give  any  instructions  as  to  the  potential  adverse 
air  quality  impacts  of  your  proposed  plant  might  have  on  the 
Northern  Cheyenne  Indian  Reservation? 

We  didn't  limit  it  to  the  Northern  Cheyenne  Indian  Reserva¬ 
tion,  but  we  certainly  gave  instructions  and  we  certainly  had 
studies  on  what  would  happen  to  the  quality  of  air  in  case  we 
built  these  plants. 

In  fact,  then,  your  answer  is  yes,  that  you  have  given  spe¬ 
cific  instructions  with  regard  to  the  adverse  impact  as  to 
air  pollution  on  the  Northern  Cheyenne  Indian  Reservation? 

We  have  given  specific  instructions  that  meterological 
studies  be  made  and  scientific  studies  made  to  see  what  the 
effect  of  thse  plants  would  be  on  the  air  in  that  area,  in¬ 
cluding,  but  not  exclusively  for,  the  Cheyenne  Indian  Reser¬ 
vation  . 

To  whom  did  you  give  those  instructions,  Mr.  O'Connor? 

They  were  given  to  our  own  engineering  department. 

Do  you  have  knowledge  of  whether  those  instructions  were 
carried  out? 

Yes,  sir,  they  were,  and  are  still  ongoing,  if  I  understand 
it  correctly. 

Would  it  surprise  you,  Mr.  O'Connor,  to  know  that  your  Westing- 
house  Environmental  Analysis  did  not  consider  the  effect, 
the  adverse  effect,  of  air  pollution  on  the  Northern  Cheyenne 
Reservation? 

I  don't  know  just  exactly  what  the  terminology  of  the  Westing- 
house  environmental  study  was  in  this  regard,  but  I  don't 
think  that  they  can  exclude  it  from  any  study  that  was  made 
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concerning  air. 

Q  It  would  surprise  you,  then? 

A  Well,  I  think  any  time  you  make  an  air  study,  and  whether  I'm 

surprised  or  not  doesn't  seem  to  be  to  be  important,  any 
time  you  make  a  study  of  the  air,  I  don't  think  you  can  stop 
it  at  the  reservation  line. 

Q  Well,  whether  you  were  surprised  or  not  is  of  importance  to 

me,  and  I'll  rephrase  the  question  if  I  may,  Mr.  Hearings  Ex¬ 
aminer,  because  I  don't  think  I  got  an  answer  to  it.  Would 
it  surprise  you  to  learn  that  the  Westinghouse  Environmental 
Analysis  did  not  consider  the  adverse  air  pollution  impact  on 
the  Northern  Cheyenne  Reservation? 

A  It  did  include  it,  it  can't  help  but  include  it.  It's  the 
same  air . 

Q  That  is  not  the  question  I  am  asking,  Mr.  O'Connor.  You  may 
answer  the  question  yes  or  no. 

A  Yes,  it  would  surprise  me. 

MR.  MELOY :  Mr.  Davis,  that's  all  I  have  at  this 
time.  I  believe,  however,  I  will  reserve  the  right  to 
participate  in  the  recall  of  Mr.  O'Connor  in  regard  to 
matters  and  things  not  yet  completed.  I  would  also  re¬ 
serve  the  right,  Mr.  Davis,  to  call  Mr.  O'Connor  as  an 
adverse  party. 

MR.  BELLINGHAM:  We  object  to  this  last  reservation 
calling  him  as  an  adverse  witness  on  the  ground  that  this 
particular  rule  is  not  applicable,  this  particular  legal 
approach  is  not  applicable  in  this  particular  hearing. 

He  is  here  before  him  today. 
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MR.  MELOY :  Mr.  Davis,  it's  my  understanding 
that  the  procedure  whereby  one  party  may  call  a  witness 
to  be  an  adverse  witness  is  a  rather  common  practice.  I 
assumed  that  I  would  have  that  right.  Why  should  I  not 
have  that  right?  I  don't  know  of  any  rule  that  says  I 
don ' t . 

HEARING  EXAMINER:  Well,  I  think  that  the  problem 
that  would  be  presented  would  be  that  a  person  cannot 
cross-examine  and  then  put  in  their  case  and  keep  their 
cross-examination  for  some  purpose  other  than  that.  You 
have  asked  the  questions  that  we  discussed  this  morning 
pertaining  to  air  and  water.  In  other  words,  I  under¬ 
stood  this  morning  you  wanted  to  reserve  air  and  water 
questions.  Has  that  been  resolved  satisfactorily  after 
our  discussion? 

MR.  MELOY:  Yes. 

HEARING  EXAMINER:  So  we're  not  reserving  that  air 
and  water  matter? 

MR.  MELOY:  No. 

MR.  SHENKER:  Well,  I  suppose,  Mr.  Hearings  Examin¬ 
er,  that  the  only  relevant  issue  at  this  point  is  whether 
the  applicants  will  require  that  a  subpoena  be  issued  to 
Mr.  O'Connor,  but  surely,  any  party  can  subpoena  any  wit¬ 
ness  in  the  state  and  if,  in  fact,  he  is  an  adverse  wit¬ 
ness,  he  comes  as  an  adverse  witness.  I  would  assume 
that  the  Northern  Cheyenne,  and  everyone  else,  would 
properly  work  to  expedite  the  reflow  of  information  at 
the  hearing  so  they  wouldn't  call  Mr.  O'Connor  back  to 
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say  the  same  things  as  he  has  said  today,  but  if  there 
is  other  testimony  properly  to  be  put  in  one's  case  in 
chief  from  an  adverse  witness,  then  he  can  be  recalled 
for  that  purpose  at  the  appropriate  time. 

MR.  BELLINGHAM:  Well,  our  approach  there  is  that 
if  they  want  to  call  him  in  their  case  in  chief,  they 
have  the  right  to  subpoena  him  and  proceed  in  an  orderly 
fashion,  as  with  any  other  witness,  but  by  doing  so, 
they're  making  him  their  witness. 

HEARINGS  EXAMINER:  That's  right. 

MR.  CUMMINS:  Mr.  Davis,  I  would  take  exception  to 
that  particular  thing  and  the  comment  by  you  on  that 
matter.  This  man  is  under  oath  and  he  is  here  now,  and 
we  would  object  to  him  being  permanently  released  as  a 
witness  in  this  matter  for  purposes  of  further  proceed¬ 
ings  in  this  matter  and  to  call  him  as  an  adverse  witness 
I  believe  that  under  the  rules  we  have  that  position  and 
permission.  If  we  call  him  as  an  adverse  witness,  we 
call  him  and  become  bound  by  what  it  is  he  has  to  say, 
by  Rule  43. 

HEARINGS  EXAMINER:  My  deliberations  in  this  matter 
would  be  that  there  is  no  question  but  that  the  rules 
apply.  I  would  be  hopeful  that  we  could  go  through  this 
in  an  orderly  manner  to  examine  and  cross-examine  to  the 
extent  it  is  possible  today.  Certainly,  we've  already 
ruled  and  granted  the  right  to  recall  him  for  further 
cross-examination  on  matters  relating  to  depositions  that 
have  not  yet  been  transcribed.  As  to  my  making  a  ruling 
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on  the  right  to  call  any  witness,  I'm  sure  you  have  the 
right  to  call  any  witness  in  your  case  in  chief,  provid¬ 
ing  he's  not  going  to  be  permanently  excused,  so  you  can 
call  Mr.  O'Connor  if  you  wish,  but  I  would  be  hopeful 
that  it  would  be  for  purposes  relating  to  your  case  in 
chief.  Very  well,  Mr.  Graybill,  would  you  like  to  cross- 
examine  Mr.  O'Connor  on  behalf  of  the  Northern  Plains 
Resource  Council? 

EXAMINATION  OF  MR.  GEORGE  W.  O'CONNOR 

Cross,  by  Northern  Plains  Resource  Council 

By  Mr.  Graybill 

Q  Mr.  O'Connor,  I'd  like  to  have  a  little  background  on  the 

Montana  Power  Company  itself  and  the  background  and  history 
of  Colstrip.  First  of  all,  the  Montana  Power  Company,  as 
I'm  sure  you  have  already  testified,  is  a  large  public  utility 
engaged  in  the  purpose  of  making  a  profit  in  the  State  of 
Montana,  isn't  that  right? 

A  It's  a  large  public  utility  operating  in  the  State  of  Montana 
and  one  of  its  functions  and  ambitions  is  to  make  a  profit. 

Q  I  notice  you  have  in  this  year's  Annual  Statement  --  I  don't 
know  if  I  can  get  you  one,  but  — 

MR.  BELLINGHAM:  We  have  one  here. 

Q  Looking  at  the  1974  — 

MR.  BELLINGHAM:  Excuse  me.  I  wonder  if  you  would 
mind  at  this  time  —  we  would  request  the  Court  receive 


in  evidence  Applicants'  Exhibit  No.  115A,  being  the 
1974  Annual  Report  of  the  Montana  Power  Company. 
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MR.  SHENKER:  Yes,  I  do  object.  It's  obviously 
out  of  order  at  this  time,  and  it's  appropriate  to 
identify  it  for  the  appropriate  reasons.  We  have  no 
problem  with  what  it  is,  but  I  don't  want  it  in  evidence 
unless  we  know  the  purposes  for  which  it's  offered  and 
the  relevancy  of  the  witness  to  describe  it  for  that 
purpose . 

MR.  BELLINGHAM:  I  anticipated  that  Mr.  Graybill 
was  going  to  ask  questions  regarding  it,  and  all  I'm 
trying  to  forestall  is  the  necessity  of  an  objection  at 
that  time . 

MR.  GRAYBILL:  One  thing  you  shouldn't  do,  Mr. 
Bellingham,  is  to  anticipate  me,  because  that's  going  to 
be  hard  to  do. 

MR.  BELLINGHAM:  Well,  I  haven't  seen  anything 
really  too  seriously  wrong  in  my  estimation  so  far,  Mr. 
Graybill. 

HEARINGS  EXAMINER:  I'll  overrule  the  objection. 
Let's  see  what  the  questions  are  going  to  be. 

Q  On  page  14,  I  notice  that  the  consolidated  statement  of  in¬ 
come  shows  for  that  year,  1974,  the  Montana  Power  Company  had 
a  net  income  of  $23,973,000,00  --  that's  true,  isn't  it? 

A  Yes . 

MR.  BELLINGHAM:  We  object  to  this  line  of  question¬ 
ing  on  the  grounds  that  he's  using  a  document  that  is 
not  in  evidence,  no  foundation  has  been  laid,  and  it's 
improper . 

HEARING  EXAMINER:  Well,  I  notice  it  has  been  marked 
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as  an  exhibit  in  your  case. 

MR.  BELLINGHAM:  Yes,  sir. 

HEARINGS  EXAMINER:  I  intend  to  let  it  be  admitted 
in  your  case,  so  due  to  the  relaxed  rules  in  this  pro¬ 
cedure,  I  see  no  harm  in  testifying  right  now  as  to 
whatever  is  asked.  It's  going  to  be  there,  anyway,  so 
proceed.  Overruled. 

And  it  made  that  profit  on  gross  operating  revenues  of 
$117,761,000.00,  in  1974,  didn't  it? 

Yes,  sir. 

And  over  the  years  it  has  shown  itself  to  be  a  very  profitabl 
company,  has  it  not? 

I  think  over  the  years  it  has  a  good  profit  record,  yesf  sir. 
And  one  of  the  ways  it  has  made  those  profits  under  your 
leadership  has  been  to  skillfully  use  its  own  assets,  isn't 
that  right,  its  palatial  homes,  its  rights  and  privileges? 
Wouldn't  you  say  you  attempted  to  utilize  the  company's 
assets  in  order  to  maximize  its  profits? 

Certainly. 

Mr.  O'Connor,  one  thing  you  said  to  Mr.  Shenker  yesterday, 
disturbed  me.  You  said  that  you  hadn't  read  the  application 
closely;  that  in  fact,  you  hadn't  read  the  application  before 
its  filing.  Do  you  recall  that  testimony? 

Yes . 

I'd  like  to  know  whether  you've  read  the  application  which 
is  the  basis  of  this  hearing  at  this  date? 

No,  sir. 

That  surprises  me. 
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MR.  BELLINGHAM:  We  move  that  that  statement  be 
withdrawn . 

HEARINGS  EXAMINER:  The  statement  will  be  withdrawn. 
It  seems  like  everybody  is  surprised  today. 

MR.  BELLINGHAM:  No,  Mr.  Shenker  is  amazed. 

Q  I'd  like  to  go  back  now  a  little  bit.  I  think  you  told  Mr. 
Shenker  the  year  that  you  came  to  Montana  Power  Company. 

Would  you  tell  me  that? 

A  I  came  to  the  Montana  Power  Company,  originally,  in  1957. 

Q  As  I  understand  it,  it  was  just  a  year  later  that  the  Montana 
Power  Company,  or  its  subsidiaries,  bought  the  Colstrip  Mine, 
is  that  right? 

A  1958  or  1959.  I  think  it  was  in  1958  that  we  bought  it. 

Q  Do  you  remember  why  the  Colstrip  Mine  was  bought  at  that 

time? 

A  I  was  not  involved  in  the  purchase,  but  I  know  from  dis¬ 
cussions  with  some  of  my  fellow  officers  why  it  was  bought. 

Q  Tell  me  why  it  was  bought. 

A  We  bought  it  because  a  great  deal  of  the  hydro  potential 

that  could  be  economically  developed  in  this  state  was  ex¬ 
hausted  and  it  was  the  opinion  of  the  officers  of  the  company 
that  somewhere  down  the  road  it  would  need  to  turn  to  steam 
generation  and  it  was  bought  as  an  insurance  against  that  day. 

Q  And  that  day  came  when  the  power  company  constructed  what,  the 
Bird  plant? 

A  The  Corette  plant  was  the  first  coal-fired  plant  that  we  put 
on  our  system. 

Q  And  when  was  that? 
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A  It  went  on  the  system  in  1968. 

Q  So  it  was  bought  ten  years  before  it  was  used  for  coal  for 
thermal  generation? 

A  Yes,  sir. 

Q  Do  you  know  whether  it  was  bought  with  funds  that  were 

generated  out  of  rates  that  were  paid  by  the  users  in  those 
years? 

A  Everything  we  buy  is  bought  with  the  funds  that  we  generate 
out  of  the  rates  we  charge  our  consumers.  It  is  bought  by 
Montana  Power  Company. 

Q  You  don't  mean  to  imply,  Mr.  O'Connor,  that  all  the  money 
the  power  company  makes  comes  from  rate  payers,  do  you? 

A  No,  I  said  if  it's  bought  by  Montana  Power  Company. 

Q  So  the  things  that  you  buy  come  out  of  the  money  generated 

by  rates,  but  it  is  true  that  you  make  money  on  some  assets 
which  are  not  rate-making  assets,  isn't  that  right? 

A  Yes,  sir. 

Q  And  I  take  it  you  would  agree  with  me  that  the  purpose  in 

buying  Colstrip  was  for  purposes  associated  with  generating 
electricity  which  were  in  the  future  quite  a  way? 

A  Ten  years. 

Q  Was  that  bought  before  it  was  needed? 

A  Yes,  it  was  bought  before  it  was  needed. 

Q  Do  you  happen  to  know  what  Colstrip  cost  the  Montana  Power 
Company? 

A  No,  sir. 

Q  Can  you  supply  that  figure? 

A  I  can  get  you  that  information. 
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Q  Next,  let's  talk  a  little  bit  about  Western  Energy  Company. 

What  is  Western  Energy  Company? 

A  Western  Energy  Company  is  a  wholly  owned  subsidiary  of  Mon¬ 
tana  Power  Company.  It  has  several  activities,  but  primarily 
it  is  a  mining  company. 

Q  Is  it  primarily  holding  the  Colstrip  Mine? 

A  It  has  considerable  holdings  besides  Colstrip,  but  I  suspect 
that  Colstrip  is  the  primary  holding,  yes,  sir. 

Q  Are  there  other  mines  being  operated  at  the  present  time  than 
the  Colstrip  Mine? 

A  No,  sir. 

Q  So  Colstrip  is  its  only  open  on-going  mining  operation? 

A  Yes,  it  is. 

Q  When  was  Western  Energy  Company  formed,  do  you  know? 

A  Western  Energy  Company  was  formed  probably  about  in  1966  or 
'67,  along  in  that  period  of  time. 

Q  Before  that  time,  Colstrip  Mine  was  held  by  the  Montana  Power 
Company  itself? 

A  Yes,  sir. 

Q  And  then  at  that  time,  the  Colstrip  Mine  was  placed  in  the 

subsidiary's  assets  and  somehow  transferred  to  Western  Energy,, 
is  that  right? 

A  Yes,  sir. 

Q  I  notice  on  page  13  of  the  Annual  Statement  that  non-operating 
income  increased  in  1974,  and  this  was  due  principally  to  the 
coal  operations  of  Western  Energy  Company.  Do  the  profits 
made  by  Western  Energy  Company  go  into  the  consolidated  income 
statements  of  the  Montana  Power  Company? 
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A  Yes,  sir. 

Q  Are  they  computed  as  income  on  rates  is  computed  in  the  State 
of  Montana? 

A  No,  sir. 

Q  The  money  that  the  Western  Energy  Company  makes  is  made 

separately  by  the  Montana  Power  Company  from  its  function  as 
a  public  utility,  is  that  right? 

A  Yes,  sir. 

Q  Are  there  other  subsidiaries  of  the  Montana  Power  Company 

which  are  treated  in  this  same  fashion? 

A  Yes,  sir. 

Q  Can  you  tell  me  one? 

A  Altana  Exploration  Company. 

Q  What  is  Altana? 

A  Altana  is  a  wholly  owned  subsidiary  that  is  licensed  to 

operate  anywhere  on  the  North  American  continent  for  the  pur¬ 
pose  of  exploring  for  and  producing  gas  and  oil. 

Q  Isn't  it  true  that  income  and  profits  made  by  Altana  Corpora¬ 
tion  are  treated  like  those  of  Western  Energy  Company,  in 
other  words,  they  do  not  go  into  the  funds  that  are  used  to 
compute  rates  for  public  utility  purposes  in  Montana? 

A  Altana  Corporation  is  a  money  loser  and  the  losses  don't  get 
charged  to  the  rate  payers. 

Q  And  if  Altana  finds  an  oil  well,  the  oil  well  doesn't  get 
charged  to  the  income  of  the  rate  payers,  either,  does  it? 

A  No,  sir. 

Q  And  although  you  observed  that  Altana  is  a  money  loser,  that 
might  depend  on  its  luck,  might  it  not? 
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A  Certainly  it  depends  on  its  luck. 

Q  And  the  principle  I'm  trying  to  establish  is  that  if  it 

were  lucky  and  made  money  like  the  Western  Energy  Company, 
that  money  is  money  that's  made  on  the  side  by  the  Montana 
Power  Company  and  not  as  a  public  utility,  isn't  that  true? 

A  That's  true,  yes,  sir. 

Q  So  the  truth  of  the  matter  is,  the  Montana  Power  Company 
makes  money  both  as  a  public  utility  and  separately  as  a 
corporate  entity,  isn't  that  true? 

A  That  is  true. 

Q  And  do  I  understand  it  to  be  the  fact  that  any  moneys  made 
by  selling  coal  at  Colstrip  would  thus  be  moneys  that  are 
made  by  the  Montana  Power  Company  as  a  corporate  entity 
rather  than  as  a  public  utility? 

A  That  is  true. 

Q  Does  the  Montana  Power  Company  sell  its  coal  at  Colstrip  com¬ 
petitively  with  other  coal  companies  in  Montana? 

A  Western  Energy  Company  sells  coal  competitively. 

Q  Yes,  pardon  me.  In  other  words,  the  subsidiary  sells  coal 
competitively. 

A  Yes,  sir. 

Q  And  if  the  coal  business  is  profitable  in  the  future  in  Mon¬ 
tana,  it's  reasonable  to  suppose  that  the  Western  Energy 
Company  will  make  a  profit? 

A  It  is  hoped  that  they  will. 

Q  And  if  it  makes  such  a  profit,  I  understand  it  to  be  your 

testimony  that  that  profit  is  separate  and  private  income  of 
Montana  Power  Company  and  not  considered  a  rate  making  or 
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public  utility? 

A  It  is  not  considered  in  the  public  utility  end  of  our  business. 

Q  So  if  the  coal  business  were  very  profitable,  the  Montana 

Power  Company  would  have  a  very  profitable  coal  subsidiary 
in  addition  to  its  public  utility? 

A  It  would  have. 

Q  You  and  I  would  understand  that  when  the  Montana  Power  Company 
seeks  a  level  of  utility  ratings  to  compensate  it  according 
to  law,  that  it  makes  that  percentage  from  just  the  utility 
business  and  not  from  the  private  business  on  the  side,  is 
that  correct? 

A  It  makes  that  profit  from  the  investment  it  has  in  utility 
products . 

Q  And  anything  it  makes  from  Western  Energy  or  Altana  is 

separate  and  distinct  and  in  addition  to  that,  isn't  it? 

A  Anything  they  make  or  lose  are  considered  separate  and  dis¬ 
tinct. 

Q  Do  I  understand  that  Western  Energy  Company  owns  coal  rights? 

A  I  think  there  is  very  little  fee  coal  that  is  owned  by 

Western  Energy. 

Q  Coal  rights? 

A  Coal  rights,  yes. 

Q  So  if  the  Western  Energy  Company  sold  coal  to  the  Montana 

Power  Company  — 

A  Which  they  do. 

Q  Then  any  profit  that  it  made  on  that  would  be  treated  as 
separate  income  by  the  Montana  Power  Company? 

A  Yes,  sir. 
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Q  And  if  the  Western  Energy  Company  sold  power  to  the  five 

applicants  in  this  case.  Western  Water  Power,  Puget  Sound, 
all  of  those  northwest  power  companies,  and  made  a  profit, 
that  profit,  likewise,  would  be  considered  separate  income  of 
Western  Energy,  wouldn't  it? 

A  If  they  sold  coal? 

Q  If  they  sold  coal. 

A  Yes,  that  would  be  separate  income. 

Q  And  that  separate  income  would  eventually  inure  to  the 
corporate  benefit  of  Montana  Power? 

A  Yes,  sir,  it  goes  into  consolidated  income. 

Q  Is  there  any  policy  on  the  part  of  the  Montana  Power  Company 

that  Western  Energy  Company  not  operate  profitably? 

A  There  certainly  isn't. 

Q  In  other  words,  the  policy  is  that  it  should  operate  profit¬ 
ably? 

A  Certainly. 

Q  That's  understood  as  the  purpose  of  Western  Energy? 

A  It's  one  of  the  purposes  of  Western  Energy. 

Q  Just  like  it  is  in  the  Montana  Power? 

A  Certainly. 

Q  And  in  selling  coal  to  the  five  applicants  here  for  Colstrip 

3  and  4,  one  of  the  purposes  is  to  make  a  profit  on  that  coal, 
isn't  that  right? 

A  We  would  expect  to  make  a  profit  on  the  coal  if  we  sold  it. 

Q  And  that  profit  would  inure  to  whose  benefit? 

A  The  Western  Energy  Company  and  finally,  to  Montana  Power 
Company . 
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Q  But  to  Montana  Power  Company  as  a  separate  entity  rather 
than  as  a  public  utility? 

A  Yes,  sir. 

Q  And  of  course,  in  the  long  run,  if  it  made  such  a  profit, 

it  would  inure  to  the  benefit  of  the  stockholders  of  the  Mon¬ 
tana  Power  Company,  would  it  not? 

A  Yes,  sir. 

Q  Now  I'd  like  to  talk  to  you  just  a  little  bit  about  the  area 
served  by  the  Montana  Power  Company.  First  of  all,  I  under¬ 
stand  you  introduced  Exhibit  1,  and  that's  a  map  with  generat¬ 
ing  plants  on  it.  Can  you  tell  me  what  the  difference  is 
between  the  black  dots  and  the  circles? 

A  No,  I  don't  think  so.  I  don't  know  what  the  significance  of 
those  may  be.  I  think  they  ran  out  of  ink  in  the  circles. 

Q  In  any  event,  Mr.  O'Connor,  you  didn't  claim  in  your  testimony 
any  significance  in  the  fact  that  some  of  them  were  blacked 
out  and  some  of  them  were  circled? 

A  No. 

Q  And  I  understand  you  have  introduced  Exhibit  2  and  I  do  know 
you  spoke  yesterday  of  the  total  number  of  square  miles  of 
Montana  Power  Company's  territory? 

A  May  I  interrupt,  counsel?  I  think  I've  discovered  the 

difference  in  the  black  dots  and  the  circles.  The  black  dots 
seem  to  represent  cities  and  the  circles  seem  to  represent 
generating  plants. 

Q  I  see.  So  we  understand  your  exhibit.  I  started  to  talk 

about  the  fact  that  you  testified  yesterday  about  the  number 
of  square  miles  of  Montana  Power  Company's  service  area? 
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A  96,000  square  miles,  yes,  sir. 

Q  You  don't  want  the  record  to  imply  that  you  are  the  only 

utility  servicing  customers  in  that  96,000  square  miles,  do 
you? 

A  No,  sir. 

Q  Well,  why  don't  you  clear  that  up  for  the  record? 

A  I ' d  be  happy  to.  There  are  other  gas  companies  serving  in 

that  service  area.  There  are  a  number  of  cooperatives  that 
serve  in  that  service  area.  There  is  at  least  one  other 
elected  utility  company  serving  in  that  service  area,  that 
serve  a  part  of  it,  and  of  course,  Bonneville  Power  Corpora¬ 
tion  and  the  Bureau  of  Reclamation  both  have  customers  in  that 
service  area,  and  I  testified  to  this  yesterday. 

Q  You  also  testified  that  you  had  the  largest  service  area  in 
the  United  States,  didn't  you? 

A  And  we  do  have. 

Q  I  wonder  if  you  would  have  the  largest  service  area  if  you 
took  out  the  area  serviced  by  the  co-ops?  Would  you  still 
have  the  largest  one?  In  other  words,  my  point  is  that  a 
good  many  square  miles  are  rural,  are  they  not? 

A  Indeed. 

Q  And  as  a  matter  of  fact,  in  Montana,  more  rural  customers 
are  served  by  co-ops  than  they  are  by  the  Montana  Power, 
isn't  that  true? 

A  I  don't  think  that's  true  in  our  service  area  in  the  96,000 
square  miles.  I  would  doubt  that. 

Q  In  any  event,  it  is  true,  is  it  not,  that  there  are  a  number 
of  other  companies,  including  a  number  of  public  companies  -- 
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by  public,  I  mean  cooperatives  —  which  serve  a  great  many 
of  the  square  miles? 

A  That  is  true,  and  some  of  the  cooperatives  that  serve  some 
of  those  square  miles  look  to  us  for  their  power  supply,  we 
in  fact,  we're  responsible  for  the  power  served  by  those  co¬ 
operatives  who  serve  a  part  of  our  service  area. 

Q  And  that's  the  next  question  I  was  going  to  ask  you.  Do  you 
know  how  many  cooperatives  you  serve  with  power  in  the  State 
of  Montana? 

A  I  know  that  we  serve  a  number  of  cooperatives,  a  part  of 

their  power  requirements,  and  we  serve  some  cooperatives  all 
of  their  power  requirements,  and  I  can't  tell  you  just  exactly 
how  many  there  are  of  each,  but  we  serve  all  the  requirements 
of  Big  Horn  Cooperative,  all  the  requirements  of  Beartooth 
Electric  Cooperative,  all  of  the  requirements  of  Tongue  River 
Electric  Cooperative  that  are  connected  with  the  western  half 
of  their  system,  and  we  serve  part  of  the  power  requirements 
of  the  Yellowstone  Electric  Cooperative,  Park  Electric  Co¬ 
operative.  We've  served  some  power  to  Vigilante  Electric  Co¬ 
operative  in  a  very  small  amount.  We've  served  some  power  to 
Sun  River  Electric  Cooperative,  to  Hill  County  Electric  Co¬ 
operative,  and  we  serve,  I  believe,  all  of  the  power  needs  of 
the  biggest  cooperative  in  the  state,  which  is  the  Fergus 
Electric  Cooperative. 

Q  So  the  fact  of  the  matter  is  that  many  of  those  cooperatives 
get  some  or  all  their  power  from  the  Montana  Power? 

A  They  get  some  or  all  their  power  from  Montana  Power  Company. 

Q  And  I  note  in  the  paper  the  other  day,  the  cooperatives,  as  a 
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central  body,  came  out  and  supported  the  Montana  Power  Com¬ 
pany's  position  in  this  application.  Did  the  fact  that  you 
supply  them  with  power  have  anything  to  do  with  their 
support,  in  your  opinion? 

A  I  would  suppose  that  had  some  bearing  on  it.  I  think  these 

people  are  pragmatic.  I  think  they  realize  what  the  problems 
are.  I  think  they  recognize  that  we  need  some  generation  in 
this  state. 

Q  As  a  matter  of  fact,  Mr.  O'Connor,  aren't  you  aware  that  your 
company  assigned  two  people  to  contact  all  of  the  cooperatives 
in  the  State  of  Montana  on  a  public  relations  basis  and  ask 
them  to  support  you  in  this  matter? 

A  No,  I'm  not  aware  of  that. 

Q  You're  not  aware  of  it? 

A  No,  sir. 

Q  Are  you  aware  of  the  assignment  sheet  of  the  public  relations 
duties,  not  only  for  the  cooperatives,  but  for  the  other 
elements  of  PR  that  the  company  wanted  covered? 

A  Not  in  all  cases. 

Q  That  assignment  sheet  didn't  go  through  your  hands  or  across 
your  desk? 

A  No,  sir.  I  don't  think  there  ever  was  an  assignment  sheet. 
There  might  have  been. 

Q  I  would  be  glad  to  show  it  to  you.  In  any  event,  a  good  deal 
of  your  service  area  is  cooperatives,  some  of  which  don't  get 
their  power  from  you,  do  they? 

A  There  are  some  cooperatives  in  the  Montana  Power  Company 
service  area  that  do  not  get  any  power  from  us. 
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Q  They  generally  get  it  from  the  Bureau  of  Reclamation  or 
Bonneville,  isn't  that  true? 

A  That's  true.  Normally,  they  get  it  over  the  Montana  Power 

Company  system.  We  provide  the  power  and  Bonneville  pays  it 
back  to  us . 

Q  And  does  Bonneville  pay  it  back  to  you  where  you  want  it? 

A  Well,  they  deliver  at  about  two  points  on  our  system,  I 

think . 

Q  Are  those  points  helpful  to  you? 

A  Well,  there  are  some  others  that  we'd  rather  have,  but  they 
can't  deliver  it  to  some  of  the  points. 

Q  You  do  it  where  there's  a  line? 

A  We  do  it  where  there's  a  connection. 

Q  Now,  Mr.  O'Connor,  I'd  like  to  go  back  to  the  beginnings  of 

the  Colstrip  project  and  I'd  like  to  talk  about  that  for  a 
while.  Who  conceived  the  Colstrip  power  plants? 

A  I  don't  think  they  were  conceived  by  any  one  person.  This 

was  a  combination  of  engineering  inquiry  and  executive  input . 
There  were  a  number  of  people  who  had  to  be  involved  in  con¬ 
ceiving  Colstrip. 

Q  Were  these  people  Montana  Power  people,  were  they  Bonneville 
people,  Bureau  of  Reclamation  people,  the  cooperatives' 
management? 

A  Colstrip  was  conceived  primarily  by  Montana  Power  people. 

Q  So  when  you  said  a  while  ago  that  it  was  conceived  by  engineer 
ing  people,  you  mean  the  Engineering  Department  of  the  Mon¬ 
tana  Power? 

A  Pretty  largely,  yes. 
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Q  And  management  would  be  yourself  and  Mr.  Corette  and  Mr. 
McElwain  and  that  sort  of  people? 

A  People  like  that,  yes,  sir. 

Q  And  those  are,  of  course,  the  senior  offices  of  the  Montana 
Power  Company? 

A  Yes,  sir. 

Q  With  offices  in  Butte,  Montana? 

A  Yes,  sir. 

Q  I'm  talking  now,  basically,  about  Colstrip  1  and  2  — 

A  I'm  talking  about  that,  too.  We're  on  the  same  wavelength. 

Q  When  do  you  think  Colstrip  was  first  conceived  by  this  group 
of  people  in  Butte? 

A  Probably  at  the  time  that  they  bought  the-placing  generators 
there,  do  you  mean? 

Q  Yes,  the  idea  of  making  it  into  a  power  plant  project? 

A  I  suspect  that  this  would  have  been  probably  in  about  1963 
or  1964  that  the  first  thought  was  given  to  it. 

Q  Well  before  the  Siting  Act? 

A  Oh,  yes,  well  before  the  Siting  Act. 

Q  And  it  was  conceived  by  the  Management  and  Engineering  Depart¬ 
ments  of  the  Montana  Power  Company  in  Butte,  Montana? 

A  Yes,  sir. 

Q  Do  you  have  any  idea  of  why  it  was  conceived? 

A  Well,  I  think  we  had  reached  the  place  where  we  believed  we 
needed  to  generate  part  of  our  electrical  needs  with  coal- 
fired  plants,  and  before  we  constructed  the  first  of  those 
coal-fired  plants,  I  am  sure  that  attention  was  given  to  the 
location  and  whether  it  was  prudent  to  build  at  Colstrip, 
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which  we  did  not  with  our  first  coal-fired  generating  plant, 
or  at  some  other  location. 

Would  you  say  that  one  of  the  principal  reasons  for  which 
it  was  conceived  and  power  plants  placed  at  Colstrip  was  the 
ownership  of  the  mine  there? 

The  availability  of  coal  on  a  long  term  basis,  regardless  of 
the  ownership  of  the  mine,  was  an  important  factor  in  the 
locating  of  the  Colstrip  complex. 

I  think  there  are  six  or  seven  other  major  mines  in  Montana, 
all  of  which  are  at  different  places.  Did  you  ever  think 
about  putting  a  generating  plant  at  any  of  those? 

The  only  other  mine  that  was  operating  in  Montana,  to  my 
knowledge  at  the  time  we  located  Colstrip  was  the  mine  that 
belongs  to  Knife  River  Coal  Company  down  at  Sidney,  and  we 
didn't  give  that  site  any  consideration. 

One  of  the  reasons  for  that  was  that  it  was  owned  by  a  com¬ 
petitor? 

No,  one  of  the  reasons  was  that  it  was  250  miles  further  down 
the  road. 

Are  you  saying  here  that  one  of  the  main  reasons  you  located 
at  Colstrip,  the  power  plant  at  Colstrip,  was  not  the  fact 
that  you  owned  and  operated  it? 

I  think  that  it  made  some  difference,  but  the  principal  thing 
that  located  Colstrip  was  the  long  term  availability  of  fuel 
without  transportation  costs. 

Could  the  plant  have  been  built  as  well  any  place  where  there 
was  a  long  term  availability  of  fuel? 

There  weren't  any  mines  operating  anywhere  else  at  that  time. 
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Colstrip  was  the  only  mine  in  the  state  with  the  exception  of 
the  one  that  I  mentioned. 

Q  But  there  are  now,  aren't  there? 

A  Yes,  but  we  didn't  want  to  wait  for  those. 

Q  And  you  still  haven't  built  3  and  4,  have  you? 

A  No,  sir. 

Q  So  it's  still  possible  to  change,  isn't  it? 

A  Possible  to  change  the  location  of  3  and  4? 

Q  Yes . 

A  I  doubt  seriously  that  that  site  could  be  changed. 

Q  Well,  it's  possible  to  build  power  plants  at  other  sites? 

A  Oh,  it's  possible  to  build  power  plants  at  other  sites,  but 

I  don't  think  the  things  ordered  for  3  and  4  could  necessarily 
be  transferred  to  another  site. 

Q  That  interests  me.  What  things  have  been  ordered  for  3  and  4? 

A  Boilers,  a  turbine.  Those  are  two  principal  items. 

Q  Are  they  expensive? 

A  Indeed  they  are. 

Q  You  mean  to  tell  me  the  power  company  has  gone  ahead  and 

ordered  boilers  and  turbines  to  put  a  plant  in  at  a  certain 
place  without  knowing  whether  or  not  you  can  build  at  that 
place? 

A  I  certainly  mean  to  tell  you  that.  V 

Q  And  furthermore,  you  mean  to  tell  me  that  in  your  judgment  as 

the  President  of  that  company,  which  you  were  until  recently, 
those  boilers  and  turbines  couldn't  be  used  in  any  other  place? 

A  They  couldn't  be  used  at  any  other  place.  There  may  be  certain 
other  places  where  they  can  be  used,  and  depending  on  the 
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quality  of  the  fuel,  the  kind  of  fuel,  the  altitude,  and  a 
number  of  things  that  have  a  direct  bearing  on  their  usage. 
There  are  more  places  that  they  couldn't  be  used  than  that 
they  could. 

Q  Well,  surely,  you've  foreseen  the  possibility  that  you  might 
have  to  use  these  expensive  tools  at  some  other  point  than 
Colstrip,  haven't  you? 

A  We  have  foreseen  the  possibility  that  we  might  have  to  cancel 
that  order. 

Q  Well,  what  you  really  are  saying  is  that  even  though  you  are 

as  aware  of  the  Montana  Siting  Act  as  anyone  --  you've  lobbied, 
you  know  all  about  it  — 

A  I  didn't  lobby  it. 

Q  The  power  company  lobbied  the  issue,  right? 

A  It  could  have.  I  suspect  that  they  had  some  suggestions 

that  they  would  like  to  have  seen  incorporated  in  it. 

Q  Mr.  O'Connor,  as  a  matter  of  fact,  you  and  I  both  are  fairly 

knowledgeable  politically,  and  you  know  that  the  Montana  Power 
lobbied  the  issue  of  the  Montana  Siting  Act,  don't  you? 

A  Yes,  the  Montana  Power  Company  did. 

Q  We  don't  have  to  argue  about  that? 

A  No,  sir. 

Q  My  question  is,  that  since  you  know  the  Siting  Act  well,  and 

having  lobbied  it  originally,  and  watched  it  grow,  and  being 
the  first  principal  user  of  it,  are  you  telling  me  that  in 
the  face  of  that  Siting  Act  you  went  ahead  and  ordered  ex¬ 
pensive  equipment  which  might  not  be  transferable  at  other 
sites  than  the  one  chosen  here? 
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A  We  certainly  tell  you  that,  because  there  is  no  such  thing  as 
ordering  equipment  that  is  transferable,  and  we  needed  to 
order  the  equipment. 

Q  Well,  there's  such  a  thing  as  not  ordering  equipment  until 
you  know  where  the  site  is,  isn't  there? 

A  Oh,  indeed,  we  could  have  let  this  go  until  after  we  knew 

where  the  site  was  going  to  be  and  order  the  equipment,  but 
it  wouldn't  satisfy  our  needs  or  the  needs  of  the  other 
applicants . 

Q  As  a  matter  of  fact,  you  told  us  yesterday  that  although  these 
plants  were  supposed  to  go  into  operation  in  1978  -  1979  — 
is  that  right? 

A  That  was  our  original  hope. 

Q  That  although  they  were  supposed  to  go  into  operation  in  1978 
or  1979,  in  fact,  the  Montana  Power  Company  wouldn't  need 
them  until  1983  and  possibly  1984? 

A  I  didn't  tell  you  anything  of  the  kind. 

Q  You  didn't? 

A  No,  sir. 

Q  Did  you  tell  us  the  Montana  Power  Company  could  probably  get 

along  with  its  existing  plants  until  '83  and  possibly  '84? 

A  No,  sir,  I  didn't. 

Q  You  didn't? 

A  No,  sir.  What  I  told  you  was  that  Montana  Power  Company  would 
use  up  all  of  its  share  of  these  plants  by  '83  or  '84. 

Q  And  you're  now  telling  us  that  you  ordered  some  expensive 

equipment,  which  I  trust  you  paid  for  with  public  ratepayers' 
money,  before  you,  in  fact,  knew  the  site  could  be  used? 
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We  ordered  some  equipment  for  the  use  at  Colstrip  and  paid 
somebody  down  on  it  and  are  paying  money  down  on  it  with 
some  regularity,  and  we  still  don't  know  that  that  site  can 
be  used. 

Can  you  cancel  it? 

Certainly,  we  can  cancel. 

Can  you  transfer  some  of  the  funds  to  other  orders? 

No,  sir.  There's  a  cancelation  charge,  and  it  doesn't  provid 
for  the  transferring  of  those  funds  to  some  other  order. 

When  this  group  of  people  in  Butte,  these  engineering  and 
management  people,  decided  to  put  power  plants  in  at  Colstrip 
would  you  say  that  the  fact  that  you  owned  the  Western  Energy 
Company  and  the  fact  that  you  owned  the  coal  mine  there,  was 
a  major  and  material  part  of  the  decision  to  go  to  Colstrip? 

MR.  BELLINGHAM:  I  object  on  the  ground  that  it's 
repetitious . 

HEARINGS  EXAMINER:  Sustained. 

Am  I  correct  in  assuming  the  answer  to  that  was  yes  or  no? 

The  record  might  show  what  the  answer  is. 

I'll  assume  that  that  is  what  you  meant.  Isn't  it  a  fact, 

Mr.  O'Connor,  that  at  the  time  this  group  of  people  in  Butte 
conceived  the  Colstrip  power  plant  projects,  was  the  time  you 
formed  Western  Energy  Company? 

No,  Western  Energy  Company  was  formed  before  we  decided  to 
build  the  Corette  plant,  not  the  Colstrip  plants. 

Isn't  it  true,  that  having  decided  to  build  the  Corette  plant 
and  therefore  incorporating  Western  Energy  Company,  you  then 
determined  you  could  use  Western  Energy  Company  for  another 
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set  of  plants? 

Well,  we  hoped  we  would  use  Western  Energy  Company  for  the 
purpose  of  selling  coal  to  a  number  of  other  plants. 

And  one  of  the  sets  of  plants  you  determined  to  do  that  for 
was  the  Colstrip  power  plant? 

Yes,  sir. 

Isn't  it  true  that  to  avoid  transportation,  you  decided  to 
place  those  plants  at  Colstrip? 

This  was  one  of  the  major  considerations. 

The  fact  of  the  matter  is,  the  decision  to  place  the  power 
plants  1  and  2  and  perhaps  3  and  4,  but  at  least  1  and  2, 
was  made  long  before  the  Siting  Act  came  into  existence, 
wasn't  it? 

One  and  two  were  made  before  the  Siting  Act  came  into  exis¬ 
tence  . 

Did  the  placing  of  Colstrip  1  and  2  have  anything  to  do  with 
the  placing  of  3  and  4? 

Yes,  sir. 

Would  you  say  that  was  the  major  reason  for  placing  3  and  4 
at  Colstrip? 

Yes,  sir. 

And  if  5  and  6  are  built,  it  would  be  a  major  reason  for 
placing  5  and  6  at  Colstrip,  wouldn't  it? 

No,  sir. 

Mr.  O'Connor,  why,  when  the  clear  evidence  that  was  shown  you 
yesterday,  from  one  of  your  own  exhibits,  demonstrates  the 
study  was  made  in  or  before  November  1972  about  Colstrip 
so-called  5,  6,  and  7,  why,  when  you  have  that  evidence  in 
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your  own  exhbits  that  those  studies  were  made,  does  the  Mon¬ 
tana  Power  Company  persist  in  trying  to  deny  5,  6  and  7's 
existence  as  possibilities? 

MR.  BELLINGHAM:  We  object,  on  the  grounds  that 
it's  argumentative  and  assumes  evidence  that  is  not  in 
the  record. 

HEARINGS  EXAMINER:  I  believe  that's  correct.  Sus¬ 


A 


Q 

A 


tained . 

All  right.  I'll  rephrase  the  question.  Yesterday  you  were 
shown  a  proposed  exhibit,  which  your  counsel  and  your  com¬ 
panies  have  supplied  all  of  us,  one  of  which  is  a  letter  or 
memorandum  dated  November  of  1972.  You  had  in  your  hands 
yesterday,  and  so  did  I,  and  examined  a  second  page  of  that 
document,  which  discussed  studies  made  of  proposed  5,  6  and 
7  units  at  Colstrip.  Now,  my  question  is  why,  in  the  face  of 
these  facts  in  this  exhibit  that  in  1972  these  studies  had 
been  made,  why  do  the  applicants  here  persist  in  denying  5, 

6  and  7  are  possibilities? 

Those  were  transmission  studies.  They  were  studies  to  see 
what  the  optimum,  or  the  lowest,  perhaps,  transmission  costs 
would  be  and  had  nothing  to  do  with  generation.  Those  were 
transmission  studies. 

You  can't  transmit  it  until  you  have  generated  it,  can  you? 

You  don't  have  to  do  it  at  Colstrip.  You  don't  have  to  gener-| 
ate  it  at  Colstrip  to  put  it  on  those  transmission  lines. 

I  see.  Tell  us  what  other  points  in  Colstrip  were  discussed 
and  considered  by  the  applicants  and  by  the  power  company 
engineers  in  conjunction  with  units  5,  6,  and  7. 
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A  We  didn't  even  consider  5,  6  and  7.  We  hadn't  got  to  that 

place  yet,  but  the  transportation  facilities  were  studies  to 
see  how  much  carrying  capacity  they  had. 

Q  You  just  told  me  you  studied  the  transmission  capacity  of  5, 

6  and  7 . 

A  The  transmission  capacity  of  two  500,000  volt  transmission 

lines,  I  believe  it  was,  and  I  think  they  went  on  further  thar 
that  to  study  the  transmission  capacity  of  three  lines.  This 
doesn't  mean  that  we  have  any  intention  of  building  them. 

They  were  trying  to  arrive  at  what  the  lowest  kind  of  trans¬ 
portation  costs  could  be. 

Q  Is  it  because  you  think  my  question  implies  that  you  had 

some  intention  of  building,  is  that  what  makes  the  power  com¬ 
pany  and  the  applicants  so  fearful  of  discussing  5,  6  and  7?  i 

A  No,  sir,  it  is  simply  that  we  have  no  plans  for  building  5, 

6  or  7 ,  and  I  don't  want  to  testify  to  the  fact  that  we  do 
have . 

Q  You're  making  it  quite  clear  that  you  don't  want  to  testify 

to  that,  but  the  fact  is,  you  discussed  transmission  of  power 
as  though  there  was  going  to  be  a  5 ,  6  and  7,  didn't  you? 

A  No.  We  were  trying  to  decide  what  transmission  lines  would 
transport  power  at  the  lowest  cost. 

Q  And  in  doing  that,  did  you  consider  the  possibility  of  more 
power  plants  than  1,  2,  3  and  4? 

A  Well,  I  suppose  when  you  compute  the  size  of  a  transmission 

line  and  the  amount  of  power  it  would  cost,  will  transmit,  and 
it  is  more  power  than  you're  generating,  then  the  inference 
could  be  drawn  that  you  were  considering  more  generation. 
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simply  because  the  transmission  line  would  carry  it. 

Q  And  isn't  that  a  fact? 

A  No,  sir. 

Q  You  weren't  considering  more  transmission  lines? 

A  More  generation?  We  were  studying  a  transmission  system. 

Q  What  did  you  name  this  quantity  of  generation  that  could  be 

transported  beyond  1,  2,  3  and  4  in  your  studies  of  1972? 

A  I  don't  know  what  it  was  named. 

Q  Don't  you  know  that  in  this  letter  we  looked  at,  it's  named 
units  5,  6  and  7?  Don't  you  really  know  that? 

A  Well,  I  saw  in  this  memorandum  references  to  this  5,  6  and  7, 
yes . 

Q  So  you  do  know  it. 

A  Well,  if  that's  their  name,  yes,  I  know  it. 

Q  Yesterday,  Mr.  O'Connor,  you  made  a  statement  that  troubled 
me.  You  were  discussing  this  same  point,  that  you  had  no 
plans  beyond  Colstrip  3  and  4,  to  build  more  capacity,  and 
you  said,  and  I  wrote  it  down  here,  that  there  wouldn't  be 
any  trouble  in  building  more  capacity  "if  we  could  stop  the 
interference,"  and  that  word,  interference,  interested  me, 
and  I  want  to  talk  to  you  about  that.  What  do  you  mean  when 
you  say  that  we  ought  to  stop  the  interference  so  our  power 
company  can  build  more  capacity? 

A  I  mean  if  these  hearings,  for  instance,  had  been  permitted  to 
proceed  in  an  orderly  sort  of  way  several  months  ago,  we 
would  perhaps  have  reached  a  decision  much  quicker  than  we're 
going  to,  and  this,  in  my  estimation,  is  interference. 

Q  In  other  words,  a  public  hearing  on  what  the  power  company  is 
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doing,  is  interference? 

A  No,  sir,  but  the  delay  of  the  public  hearing  is  interference. 

Q  Are  you  charging  the  Board  of  Natural  Resources  with  allowing 

unconscionable  delay? 

A  I  didn't  use  the  word  unconscionable. 

Q  Oh,  are  you  charging  the  Board  of  Natural  Resources  with 
allowing  a  delay? 

A  Well,  I  think  the  Board  of  Natural  Resources  did  allow  a 
delay. 

Q  Are  you  charging  them  with  allowing  an  unreasonable  delay? 

A  No,  sir. 

Q  In  other  words,  the  delay  is  reasonable? 

A  It  is  in  the  estimation  of  the  Board  of  Natural  Resources, 
obviously. 

Q  Would  you  agree  with  me  that  reasonable  men  might  differ  on 
what  is  reasonable? 

A  Certainly.  Maybe  I  have  an  opinion. 

Q  So  what  you  mean  when  you  say  you  want  the  interference 

stopped  is  that  you  want  people  like  my  clients  to  have  less 
opportunity  to  test  the  plans  of  the  power  company,  is  that 
correct? 

A  No,  but  I  don't  think  that  opportunity  should  extend  on  into 
perpetuity . 

Q  Would  you  care  to  define  what  the  word  perpetuity  means? 

A  Well,  it  will  be  long  after  you  and  I  are  around  to  interfere 

Q  Well,  I  assure  you  that  my  clients  aren't  going  to  bother  you 

that  long. 

A  We're  delighted  to  hear  that. 

-550- 


t 


( 


( 


•  1 

2 

3 

4 

5 

6 

7 

8 

9 

f  10 

11 

12 

13 

®  14 

15 

16 

17 

•  18 

19 

20 

21 

22 

23 

24 

25 

26 

♦  27 

28 


Q  Would  you  grant  that  the  public  has  the  right  to  test  in  the 
crucible  of  a  public  hearing  the  plans  of  a  major  public 
utility? 

A  I  certainly  do  think  they  have  that  right. 

Q  So  you  do  agree  with  the  basic  philosophy  behind  the  Siting 

Act,  even  if  you  don't  agree  with  the  exact  wording,  right? 

A  Right. 

Q  Do  you  think  that  before  the  public  should  permit  a  power 

company  like  yours  to  construct  plants  which  have  an  obvious 
influence,  at  the  least,  upon  the  environment  and  the  future 
of  the  state,  the  public  has  a  right  to  test  the  need  for  the 
plant? 

A  Oh,  I  think  they  should  have  that  right. 

Q  You  just  think  it  should  be  exercised  in  fewer  days? 

A  Well,  the  law  itself,  at  the  time  we  filed  under  it,  said  600 

days,  and  we're  long  past  600  days. 

Q  I'm  sure  you  have  read  the  application? 

A  Yes,  sir. 

Q  Does  it  say  here  that  you  have  to  decide  the  issue  in  600 
days? 

A  No,  sir,  it  doesn't  say  that.  It  says  that  the  maximum  that 
shall  be  allowed  for  the  Department  to  reach  its  conclusion 
is  600  days.  The  inference  here  is  that  it  takes  less  than 
600  days,  and  perhaps,  considerably  less,  and  certainly, 
reasonable  men  interpreting  that  kind  of  a  time  frame  would 
expect  that  we  ought  to  be  getting  along  with  things  here 
before  we  have  spent  nearly  two  years. 

Q  Is  the  taking  of  most  of  that  600  days  interference  with  the 
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rights  of  the  power  company? 

A  I  don't  think  it's  an  interference,  but  I  think  it's  an 
acceptance  of  the  maximum  that  the  law  allows. 

Q  Well,  you  have  to  face  the  fact,  don't  you,  Mr.  O'Connor, 
that  this  is  the  first  time  the  Board  of  Natural  Resources 
has  ever  done  this? 

A  I  realize  that. 

Q  Wouldn't  you  grant  the  maximum  time  the  first  time? 

A  Yes,  and  it  apparently  wasn't  enough.  They  want  the  law 

changed  and  the  maximum  raised,  and  got  it. 

Q  But  that's  not  going  to  affect  this  hearing,  is  it? 

A  Not  this  one. 

Q  What  is  this  interference?  I'm  trying  to  find  out  what  you 
think  is  interference. 

A  I  think  that  unnecessary  delay,  and  in  my  estimation,  there 
has  been  unnecessary  delay,  is  interference.  The  filing  of 
court  actions  for  the  simple  purpose,  apparently,  of  delay, 
in  my  estimation  has  been  interference. 

Q  That  answers  me,  Mr.  O'Connor,  because  I  happen  to  be  the 

attorney  who  filed  the  first  court  action,  and  I'd  like  you 
to  understand  that  I  filed  it  because  someone  on  your  staff 
failed  to  serve  the  Board  of  Health  or  the  Department  of 
Natural  Resources. 

MR.  BELLINGHAM:  We  object  — 

MR.  GRAYBILL:  Wait  for  my  question. 

MR.  BELLINGHAM:  I  thought  you  were  through. 

MR.  GRAYBILL:  No,  I'm  not  through. 

Q  This  failure  is  the  reason  I  asked  if  you  had  bothered  to  read 
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the  application.  Now,  could  it  be  that  your  failure  to  read 
the  application,  either  the  first  time,  or  even  since  then, 
is  one  of  the  reasons  that  the  Montana  Power  Company's  law¬ 
yers  failed  to  serve  the  Board  of  Health  and  the  Board  of 
Natural  Resources? 

MR.  BELLINGHAM:  We  move  that  this  be  stricken. 

MR.  GRAYBILL:  You  won't  admit  it,  Your  Honor? 

MR.  BELLINGHAM:  He's  threatening  to  object  to  it 
on  the  grounds  that  it  is  not  a  question,  it's  a  fact 
statement  of  Mr.  Graybill  relative  to  a  point  of  law 
concerned  that  contains  several  elements.  It's 
repetitious,  it's  incompetent,  and  immaterial. 

HEARING  EXAMINER:  Sustained.  Your  question  will 
be  stricken. 

Okay,  I'll  ask  you  this,  Mr.  O'Connor.  I  understand  that  you 
have  your  knowledge  of  the  application  from  a  discussion  you 
had  with  your  staff  and  not  from  reading  it,  is  that  correct? 
That  is  true. 

Did  you  gain  the  knowledge  from  this  discussion  that  the 
Montana  Power  Company  had  not  served  the  Board  of  Health? 

No,  I  wasn't  told  that. 

You  say  you  read  the  Montana  Siting  Act? 

Yes,  sir. 

Did  you  read  in  the  Montana  Siting  Act  that  the  heads  of  all 
state  agencies  charged  with  any  type  of  environmental  protec¬ 
tion  had  to  be  served? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
argumentative,  incompetent  and  immaterial. 
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MR.  GRAYBILL:  It's  a  very  simple  question.  I  just 
want  to  know  if  he  saw  that  in  the  Act. 

HEARINGS  EXAMINER:  You  may  answer,  yes  or  no. 

A  If  I  read  the  Act?  Certainly,  I  read  it. 

Q  Did  the  Montana  Power  Company  intend  to  follow  the  Act  when 
it  filed  its  application  here? 

A  The  Montana  Power  Company  intends  to  follow  the  law  all  the 
time . 

Q  As  President  of  the  Montana  Power  Company,  did  you  intend 
that  your  staff  file  the  application  properly? 

A  We  intended  that  it  should  be  filed  properly,  certainly. 

Q  If  you  failed  to  file  it  properly  by  failing  to  serve  the 

Board  of  Health  and  the  Department  of  Natural  Resources, 
could  that  have  been  a  cause  of  delay,  in  your  opinion? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it 
calls  for  a  conclusion,  it's  incompetent,  immaterial  and 
of  no  probative  value.  It  concerns  a  point  of  law. 

HEARINGS  EXAMINER:  I'm  going  to  sustain  the  objec¬ 
tion.  This  is  in  the  record,  Mr.  Graybill. 

MR.  GRAYBILL:  I'm  just  trying  to  get  at  what  he 
thinks  is  interference. 

MR.  SHENKER:  Mr.  Davis,  if  the  objection  has  now 
been  sustained,  this  witness  is  not  permitted  to  give 
his  opinion  in  answer  to  a  conclusion,  and  I  move  that 
the  witness's  answers  be  stricken  on  direct  examination 
where,  over  my  objection,  he  was  permitted  to  give  his 
opinions . 

HEARINGS  EXAMINER:  As  to  the  opinions  he  was 
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permitted  to  give  on  your  examination,  they  will  stand. 
Overruled.  In  other  words,  the  record  will  stand  on 
your  cross-examination  for  the  following  reason,  that  I 
think  that  would  strike  most  of  the  cross-examination  if 
I  were  to  grant  that. 

MR.  SHENKER:  I  think  you  misunderstood  me,  Mr. 

Davis . 

HEARINGS  EXAMINER:  Perhaps  I  did. 

MR.  SHENKER:  On  Mr.  Bellingham's  direct  examina¬ 
tion  of  the  witness,  a  number  of  opinions  were  elicited 
over  my  objection.  Since  those  opinions  were  permitted 
to  come  into  the  case  despite  my  objection  to  them,  I 
believe  the  same  standards  should  apply  for  the  same 
witness  throughout  the  hearing.  Mr.  Bellingham  has  ob¬ 
jected  to  a  question  put  by  Mr.  Graybill  because  it  calls 
for  an  opinion  from  the  witness;  therefore,  I  ask  that 
the  same  standard  be  applied,  that  if  this  witness  is  not 
permitted  to  draw  his  opinions,  that  those  opinions  that 
were  made  on  the  direct  examination,  over  my  objection, 
be  stricken. 

HEARINGS  EXAMINER:  Denied.  I  am  calling  a  brief 
recess . 

(BRIEF  RECESS) 
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(Following  brief  recess  --  3:25  P.M.,  May  22,  1975) 

HEARINGS  EXAMINER:  You  may  proceed,  Mr.  Graybill. 

Continuation  of  Cross-Examination  of  Mr.  O'Connor 

By  Mr.  Graybill: 

Q  Mr.  O'Connor,  I  was  about  to  ask  you  if  you  were  aware  that 
after  the  application  was  filed,  and  in  fact  after  the  Appli¬ 
cants'  Environmental  Impact  Statement  was  filed,  that,  as 
they  are  allowed  to  under  the  statute,  the  Department  of 
Natural  Resources  made  extensive  requests  for  additional 
information  of  the  Montana  Power? 

A  I  know  that;  yes,  sir. 

Q  And  could  it  be  that  in  supplying  all  of  the  information  neces¬ 
sary  for  the  Department  of  Natural  Resources  to  adequately 
fulfill  its  function  under  the  law  of  ascertaining  whether 
in  its  opinion  the  site  was  a  proper  one  that  there  were  delays 
because  of  material  supplied  by  the  power  companies  that 
wasn't  there  originally  in  the  original  application  and  the 
original  Environmental  Impact  Study?  Is  that  a  possibility? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
speculative;  it's  uncertain,  calls  for  an  opinion;  it 
assumes  facts  that  are  not  in  evidence.  These  are 
procedural  matters  that  have  been  handled  routinely  or 
otherwise  during  the  course  of  this  proceeding  and  have 
no  part  in  the  proceedings  themselves. 

HEARINGS  EXAMINER:  Overruled  —  the  objection  will 
be  overruled.  He  testified  on  his  examination  about 
the  material  supplied  to  the  Department  of  Natural  Re¬ 
sources.  Proceed,  as  long  as  you  think  it's  going  to  be 
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helpful  to  this  hearing. 

You  may  answer,  Mr.  O'Connor. 

Well,  it's  a  possibility,  but  I  don't  think  that  was  the 
reason. 

Aside  from  the  long  time  the  Department  of  Natural  Resources 
took,  what  other  actions  do  you  consider  interference,  other 
than  the  filing  of  lawsuits  to  get  the  Department  of  Health 
involved?  What  other  actions  did  you  mean  by  the  word 
"interference"  when  you  said,  "We  had  to  eliminate  interference 
to  get  generating  capacity  in  Montana"? 

I  think  that  anything  that  fails  to  permit  a  proceeding  to 
go  ahead  is  an  interference.  Now,  some  of  it  may  be  justified! 
but  there  are  still  interferences. 

Well,  do  I  understand  you  today  to  say  the  Word  "interference" 
means  that  some  interference  is  necessary?  Didn't  you  mean 
yesterday  that  somebody  was  doing  something  wrong? 

It  would  depend  on  what  your  interpretation  of  "necessary" 
might  be. 

Well,  maybe  we  can  conclude  this  this  way,  Mr.  O'Connor.  Would 
you  and  I  agree  that  now,  since  the  State  Legislature  of 
Montana  has  in  its  wisdom  passed  the  Utility  Siting  Act,  that 
the  public,  including  groups  such  as  mine,  such  as  the  Northern 
Cheyenne  Tribe,  such  as  the  general  public,  has  an  absolute 
right  to  consider  with  the  Power  Company  and  the  Department 
the  sites  at  which  major  power  plants  would  be  built? 

I  assured  you  of  that  on  more  than  one  occasion  in  this  cross- 
examination.  I  agree  with  that. 

And  you  certainly  would  then  agree  with  me  that  those  public 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


parties,  as  well  as  the  State  agency  charged  with  the  duty  of 
seeing  the  Siting  Act  properly  administered,  ought  to  have  a 
reasonable  time  to  understand  and  prepare  for  the  matter, 
wouldn't  you? 

A  I  think  a  reasonable  time  is  a  fair  statement,  yes.  I  agree 
with  that. 

Q  And  you  would  certainly  agree  with  me  that  as  you've  just 

described,  your  group  of  people  in  Butte  in  your  engineering 
department  and  your  management  have  been  considering  the 
Colstrip  situation  since  1967  or  '68,  I  think  you  told  me. 

Isn't  that  true? 

A  I  suspect  that  Colstrip  1  &  2  have  been  considered  since  1968. 

Q  And  the  others  have  been  considered  for  at  least  several  years, 

right? 

A  Right. 

Q  So  you  really  wouldn't  deny  the  public  a  few  months  to  try  and 
catch  up  with  all  the  headwork  that  you  and  the  people  in 
Butte  have  done,  would  you? 

A  A  few  months  I  certainly  would  not. 

Q  We  will  try  to  stop  interfering  after  this  few  months'  time. 
Now,  Mr.  O'Connor,  let's  go  on  to  some  other  matters.  I 
noted  in  your  testimony  yesterday  that  you  and  your  counsel 
and  sometimes  even  Mr.  Shenker  used  a  few  words  that  I  didn't 
understand,  and  I  am  particularly  cognizant  of  the  fact  that 
this  hearing  is  doing  something,  but  a  transcript  is  being 
made  for  the  Board  to  study,  and  I  would  like  to  ask  you  to 
help  me  with  some  of  the  words  that  you  used  yesterday,  so 
that  the  people  reading  the  transcript  cold  will  have  an 
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opportunity  to  understand  what  we're  talking  about.  For 
example,  you  used  the  term  many  times  in  discussing  the 
plants  of  Montana  Power,  called  "generation."  What  do  you 
mean  by  "generation,"  or  "generation  plants"? 

A  place  where  you  manufacture  electricity  is  a  generating 
plant  in  the  context  of  our  discussions. 

And  the  generation  of  the  power  company  is  its  total  capacity? 
The  generation  of  The  Montana  Power  Company  is  its  generating 
capability. 

Generating  capability  —  does  that  differ  from  capacity? 

Yes,  sir. 

I  would  like  to  know  what  capacity  is. 

Well,  let  us  take  a  specific  power  plant  --  the  Corette  Plant, 
for  example,  which  is  180  megawatt  plant.  Obviously,  you 
cannot  get  more  than  180  megawatts  out  of  Corette,  or  can't 
get  that  much  if  that's  what  it's  generating,  because  it  takes 
some  power  to  run  the  plant,  So  that  it  doesn't  have  that 
kind  of  capacity.  It  has  that  kind  of  capacity,  it  doesn't 
have  that  kind  of  generating  Capability,  even  though  that  may 
be  the  number  that's  on  the  generator. 

Is  the  generating  capacity  bigger  than  the  capacity? 

The  generating  capacity  and  the  capacity,  I  suspect,  are  the 
same  term.  They  are  capacity;  they  aren't  generating  capabil¬ 
ity  or  net  capability. 

I  take  it  from  what  you  say  that  the  plant  sometimes  operates 
—  it  takes  a  long  period  of  time  where  it  operates  at  somethi 
less  than  the  rated  high  theoretical  capacity? 

At  times  it  does,  certainly. 
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Q  Do  you  know  what  you  call  that  lesser  — 

A  I  think  it's  generally  referred  to  in  the  business  as  "load 
factor . " 

Q  I  see.  In  other  words,  if  it  runs  at  80%  load  factor  it's 
manufacturing  electricity  at  80%  of  its  total  generating 
capacity? 

A  Its  total  generating  capabilities,  the  net  capability;  yes, 
sir. 

Q  You  talked  about  a  term  called  "reserves."  What  are  reserves? 

A  Well,  they  are  the  amount  of  uncommitted  generation  that 

you  have  on  your  system  to  be  used  in  case  of  forced  outages, 
to  be  used  in  the  case  of  someone  foreseeing  a  problem  with 
your  generator. 

Q  In  other  words,  you're  telling  me  that  if  you  had  a  given 

quantity  of  electricity  that  you  need,  because  you  sold  that 
much,  that  the  public  would  demand  that  much,  you  have  to 
have  more  than  that  in  case  something  breaks  down,  is  that 
what  you're  telling  me? 

A  That's  the  basically  the  purpose  for  having  reserves. 

Q  And  is  there  any  set  figure  for  reserves? 

A  Well,  it  varies  somewhat.  Some  companies  like  to  carry  15% 
reserves,  and  —  depending  on  the  kind  of  system  that  they 
have.  I  think  that  normally  hydro  companies  do  not  feel  that 
this  is  important,  to  have  substantial  reserves,  as  steam 
generating  companies. 

Q  In  other  words,  an  advantage  of  hydro  is  that  you  can  get  by 
with  less  reserves? 

A  I  think  that  hydro  is  less  liable  to  break  down. 
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Q  And  so  it  follows  that  you  would  require  less  reserves? 

A  Yes. 

Q  Are  reserves  a  term  that  applies  only  to  the  amount  necessarilt 
over  your  maximum  needs,  or  do  you  have  reserves  even  though 
you  have  minimal  needs? 

A  I  think  that  reserves  in  the  term  that  it's  used  in  this 

industry  relates  to  the  amount  of  power  that  you  need  in  case 
of  forced  outages.  I  think  that  any  difference  between  that 
and  your  load  is  normally  called  "surplus." 

Q  Do  you  havd  any  idea  what  amount  or  quantity  that  is  strictly 
reserves  that  the  Montana  Power  Company  now  has? 

A  No.  I’m  not  sure  right  now. 

Q  Okay.  Then  you  used  a  term  called  "peaking."  And  "peaks"  — 
that’s  P-E-A-K,  isn't  it? 

A  Yes,  sir. 

Q  Okay.  What  does  it  mean? 

A  Well,  it  means  that  amount  of  power  that  you  must  give  and 

supply  during  hours  when  the  load  is  above  the  normal  demand, 
the  average  demand. 

Q  In  other  words,  there  are  times  —  electricity  is  not  always 
used  equally?  Is  that  right? 

A  That's  true.  in  a  day  or  in  a  season  --  in  a  day,  the  usages 
in  the  morning  and  the  evening,  particularly,  would  be  higher 
than  they  would,  perhaps,  during  the  day,  or  certainly  late 
at  night,  under  normal  circumstances.  Those  hours  when 
electricity  is  used  in  larger  quantities  are  referred  to  as 
"peak"  hours.  That's  when  the  loads  are  the  highest.  You 
must  be  able  to  accommodate  those  loads,  and  that  is  referred 
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to  as  "peaking  energy." 

Q  And  then  is  the  same  thing  true  on  a  seasonal  or  annual  basis' 

A  Yes,  sir.  On  our  system,  at  least,  in  the  wintertime  we 
have  a  higher  system  load  than  we  have  in  the  summertime, 
so  it’s  referred  to  as  a  "winter  peak." 

Q  That's  because  it's  dark  in  Montana  in  the  winter,  and  you 

have  more  lights  on,  and  because  of  the  extra  heating,  and 

things  of  that  nature? 

A  That's  because  there  is  some  electric  heat,  and  because  even 
gas  furnaces  —  in  those  furnaces  the  fans  are  driven  with 
electric  power.  I  think  all  of  these  things  contribute. 

Q  Is  it  true  that  in  the  system  here  in  Montana  the  summer  peak 
is  not  a  very  serious  problem? 

A  In  some  areas  the  summer  peak  is  getting  to  be  not  a  serious 

problem,  but  summer  peak  is  a  problem.  I  think  that  we  have  ■ 

I  suspect  that  in  Billings  we  might  have  a  summer  peak  rather 
than  a  winter  peak. 

Q  That  would  be  because  of  the  air  conditioners? 

A  Yes,  sir. 

Q  Now,  you  have  all  used  the  terms  —  and  the  exhibits  are  full 
of,  such  terms  as  "megawatt."  What  is  a  megawatt? 

A  A  megawatt  is  a  million  watts  or  a  thousand  kilowatts. 

Q  It's  a  term  that  denotes  quantity,  is  that  right? 

A  A  measure  of  electricity,  yes,  sir. 

2  And  when  a  plant  is  rated  at  700  megawatts,  that  means  you 
can  produce  700  million  watts,  is  that  right? 
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27  A  Right. 


I  don't  remember  what  a  "watt"  is,  do  you? 


1 

A  It's  a  unit  of  measurement,  of  electricity. 

®  2 

Q  Candle  power  of  one  foot  or  something  of  that  nature? 

3 

A  I  can't  tell  you  either.  I  don't  know. 

4 

Q  In  other  words,  megawatts  measure  the  quantity  of  electricity 

5 

that  plants  can  produce,  right? 

6 

A  That  is  the  quantity  of  power  that  a  plant  produces.  In 

7 

the  case  of  the  700  megawatt  plant  proposed  for  Colstrip, 

8 

it  is  their  plan  to  have  this  much  net  output. 

9 

Q  And  it  also  would  be  a  measure  of  what  public  demand  or  need 

10 

for  power  is,  right? 

^  11 

A  Right. 

12 

Q  When  you  talked  to  Mr.  Shenker  about  the  Montana  Power  system 

13 

needs  * —  7,000  or  8,000  megawatts,  is  that  right? 

14 

A  Montana  Power  Company's  requirement? 

* 

•  •• 

15 

Q  Yes. 

16 

A  In  January  of  this  year  Montana  Power  Company's  load  went  to 

17 

—  the  system  went  to  911  megawatts. 

18 

Q  911  megawatts  --  that  was  a  winter  peak  on  the  Montana  Power 

1  19 

system? 

20 

A  Yes,  sir. 

21 

Q  All  right,  when  we  talk  about  the  transmission  line,  you  talked 

22 

about  an  item  called  "kilovolts."  What's  a  kilovolt? 

23 

A  A  kilovolt  is  a  thousand  volts. 

24 

Q  What  does  the  term  "volt"  mean? 

25 

A  A  volt  is  —  my  understand  of  a  volt  is  that  it  is  another 

26 

measurement  of  capability  of  electricity.  I  think  it  was  named 

27 

after  a  scientist  named  Volta. 

% 

28 

Q  Is  it  the  capability  of  transportation,  or  pressure,  or  moving? 
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It  has  something  to  do  with  that. 

In  any  event,  it  is  what  we  use  — 

To  determine  the  carrying  capacity  of  lines. 

Yes,  transmission  lines  --  right? 

Yes,  sir. 

What  is  firm  power? 

Firm  power  is  the  average  --  basically,  in  a  layman's  term, 
firm  power  is  the  average  load  that  is  on  a  system  most  all 
of  the  time,  the  commitment  that  you  have  on  almost  an  hourly, 
yearly,  monthly  basis. 

What  is  interruptable  power? 

Interruptable  power  is  power  that  is  sold  to  some  customer 
with  the  provision  and  understanding  that  in  case  of  difficulty 
or  trouble  that  this  power  need  not  be  delivered  during  that 
period. 

All  right,  now  I'd  like  to  switch  down  and  talk  about  some 
of  the  things  we  discussed  when  we  discussed  the  need  for 
more  power.  Do  I  understand  you  to  say  that  in  planning  for 
the  Colstrip  plants  the  Montana  Power  Company  and  the  applicants 
used  a  10-year  planning  base  for  the  State  of  Montana? 

No,  I  don't  think  that  they  used  a  10-year  planning  base  for 
Colstrip  3  &  4.  I  think  that  our  loads  were  projected  out 
to  see  when  we  would  need  power  and  then  to  see  whether  or 
not  —  how  long  the  Colstrip  3  &  4  Units  would  provide  that, 
but  it  could  have  been  a  10-year  study. 

Well,  in  saying  that  you  needed  to  build  the  Colstrip  plants, 
how  far  in  advance  did  you  plan? 

Well,  certainly,  it  would  appear  that  we  must  have  been  planning 
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up  until  about  somewhere  around  1984  or  "85.  Then  I  think 
that  that  was  as  far  as  the  Colstrip  planning  went. 

Q  So  around  a  9  or  10  year  period  is  what  you  have  been  planning 
is  that  right? 

A  Yes. 

Q  And  I  think  you  mentioned  —  I  know  you  mentioned  a  number 
of  needs  here  yesterday,  and  I  want  to  discuss  a  couple  of 
them,  and  one  of  them  was  the  need  for  irrigation.  You  said 
there  was  going  to  be  a  need  for  additional  power  for  irriga¬ 
tion.  Is  that  right? 

A  We  have  already  experienced  that  need;  yes,  sir. 

Q  And  you  expect  to  use  Colstrip  power  for  that  purpose? 

A  Well,  I  think  the  Colstrip  power  will  —  we  hope  the  Colstrip 

power  will  be  available  to  serve  some  of  those  needs  in  the 
future;  yes,  sir. 

Q  Mr.  O'Connor,  the  people  --  the  Department  of  Natural  Resource 
and  the  parties  sent  to  the  Montana  Power  Company  a  number  of 
Interrogatories.  In  the  second  set,  I  was  responsible  for 
one  of  them,  which  is  Interrogatory  No.  63  in  the  second  set, 
and  I'd  like  to  read  it  to  you.  "Do  any  of  the  utilities 
involved  in  this  proceeding  foresee  major  commitments  for 
agriculture  consumers,  particularly  for  irrigation  projects? 
Please  explain  any  present  commitments  for  increased  agriculture 
use  of  electricity  and  set  forth  what  relationship  such 
agricultural  uses  has  to  the  need  for  Colstrip  3  &  4."  The 
Answer  was,  "The  applicants  do  not  foresee  any  major  additional 
commitment  to  agricultural  consumers;  except  Pacific."  And 
Pacific  sets  forth  what  it  expects  out  there.  Do  you  know  any 
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reason  why  Interrogatory  No.  63  was  answered  in  that  manner? 

A  I  haven't  the  least  idea.  I've  never  seen  the  Interrogatory 
before.  I  have  no  idea  who  answered  it.  It  certainly  doesn't 
agree  with  my  opinion  of  what  is  going  to  happen  to  sprinkler 
irrigation  in  this  State.  It  doesn't  agree  with  what  happened 
to  sprinkler  irrigation  last  year,  and  what  we  can  expect  to 
happen  in  the  future. 

MR.  GRAYBILL:  I  don't  know  who  wrote  it  either, 
because  we  had  a  question  that  asked  them  to  tell  who 
wrote  the  answer,  and  that  question  wasn't  answered. 

Maybe  Mr.  Bellingham  can  tell  me  who  wrote  No.  63. 

MR.  BELLINGHAM:  We  move  to  strike  Mr.  Graybill's 
gratuitous  comment. 

MR.  GRAYBILL:  Well,  I  think  it's  necessary  for 
my  instruction  to  Mr.  O'Connor  that  he  knows  who  wrote 
these . 

HEARINGS  EXAMINER:  Mr.  O'Connor  has  testified  that 
he  doesn't  know,  and  I  don't  think  you  can  ask  someone 
else  to  testify  at  this  time  — 

MR.  GRAYBILL:  All  right. 

MR.  SHENKER:  If  the  Hearings  Examiner  will  please, 
that  is  a  discovery  item  which  is  still  outstanding, 
and  we  would  ask  that  the  applicants  be  directed  to  ans¬ 
wer  that  interrogatory  question,  specifically  now,  with 
respect  to  who  answered  Interrogatory  No.  63  of  the 
second  set. 

HEARINGS  EXAMINER:  I  think  it's  proper  to  answer. 

I  think  in  the  cross-examination  of  this  witness,  if  he 
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doesn't  know,  they  can  answer  after  his  cross-examination. 

MR.  GRAYBILL:  Mr.  Bellingham,  can  you  ascertain 
for  me  who  answered  No.  63?  I  don't  mean  now,  but  I 
mean  like  tomorrow? 

MR.  BELLINGHAM:  What  was  the  question,  Mr.  Graybill? 

MR.  GRAYBILL:  I  want  to  know  who  answered  Interroga¬ 
tory  No.  63,  and  I  don't  need  it  right  now,  but  I  would 
like  you  to  take  it  upon  yourself  to  answer  that  question 
for  me  eventual ly». 

MR.  BELLINGHAM:  Did  you  read  the  entire  63  Inter¬ 
rogatory? 

MR.  GRAYBILL:  I  read  the  entire  Interrogatory,  and 
I  read  the  Answer  down  to  "except  Pacific,"  and  then  the 
Pacific  need  I  didn't  discuss,  because  it  doesn't  apply 
to  Montana  Power. 

MR.  BELLINGHAM:  What  was  the  statement  — 

HEARINGS  EXAMINER:  Gentlemen,  in  all  fairness  to 
the  witness  on  the  stand,  since  this  is  his  third  day, 

I  think  we  should  proceed  with  his  cross-examination 
and  at  the  conclusion  we  will  certainly  entertain  any¬ 
thing  in  regards  to  this  Interrogatory.  If  he  doesn't 
know  who  answered  it,  then  that's  the  answer,  I  guess. 

Q  Mr.  O'Connor,  do  you  know  of  any  reason  why  the  Montana 

Power  Company  and  its  personnel  or  its  staff  would  attempt  to 
mislead  me  by  answering  this  question  in  a  manner  opposite 
from  — 

A  No,  sir. 

MR.  PETERSON:  Mr.  Davis,  for  the  purpose  of  the  record. 
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I  think  the  record  should  reflect,  in  view  of  the  fact 
that  we  are  in  a  transcript,  that  the  entire  answer 
to  Interrogatory  No.  63,  as  stated  by  Mr.  Graybill,  was 
not  given  in  the  question.  The  entire  answer  —  in  the 
last  sentence  of  the  answer  —  states  that:  "Agricultural! 
demand  has  tripled  since  1968  and  will  be  expected  to 
increase."  That  is  also  part  of  the  answer. 

MR.  GRAYBILL:  If  we're  going  to  go  on  the  record, 
Mr.  Davis,  we  can  put  the  whole  thing  on  the  record. 

I'd  love  to  have  it  there. 

HEARINGS  EXAMINER:  Mr.  Graybill  — 

MR.  GRAYBILL:  May  I  finish?  It's  very  important 
that  I  point  out  what  Mr.  -- 

HEARINGS  EXAMINER:  They  are  in  the  record.  The 
Interrogatories  are  part  of  the  record  as  Board  exhibits 
MR.  GRAYBILL:  It  says  "except  Pacific,"  and  all  of 
that  applies  to  Pacific,  and  Pacific  has  set  it  out  that 
way.  Either  that  or  I've  been  tricked  into  misreading 
that,  as  could  be  anybody  who  has  a  transcript. 

All  I  want  to  know  is,  I  have  an  Interrogatory,  Mr.  O'Connor, 
and  this  is  just  exactly  the  opposite  of  what  you  say.  Did 
you  direct  anybody  in  your  company  to  answer  Interrogatories? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
repetitious  and  incompetent. 

HEARINGS  EXAMINER:  It's  a  good  question.  You  may 


t 


answer . 


MR.  BELLINGHAM:  He  already  indicated  that  he  did 


not  know  who  wrote  it. 
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MR.  GRAYBILL:  Let’s  let  the  witness  tell  me  what 


I  need,  Mr.  Bellingham. 


A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 


HEARINGS  EXAMINER:  You  may  answer. 

No,  I  didn't  direct  anybody  to  answer  Interrogatory  68  (sic). 
You  do  agree  with  em  that  they  should  answer  as  truthfully 
and  fairly  as  they  can,  don't  you? 

Certainly,  to  the  best  of  their  knowledge  and  ability,  they 
should. 

You  understand  what  an  Interrogatory  is? 

Yes,  sir. 

And  you  understand  that  based  on  these  Interrogatories, 
attorneys  prepare  their  cases? 

Certainly. 

And  you,  I'm  sure,  appreciate,  then,  that  having  been  told 
that  there  was  no  agricultural  use  in  Montana  that  I  would  not. 
be  prepared  to  discuss  that  in  trial? 

Yes,  I  think  you  would  have  a  reasonable  right  to  make  that 
assumption  if  that's  what  the  Interrogatory  told  you. 

MR.  GRAYBILL:  Let  the  record  show  that  in  the 
interests  of  now  causing  a  delay,  I  will  not  ask  for 
a  two-week  recess  while  I  get  together  my  information  on 
the  subject. 


HEARINGS  EXAMINER:  You  can  ask  if  you  want. 

MR.  GRAYBILL:  Well,  I'm  sure  the  Hearing  Officer 
would  agree  that  if  I'm  misled  by  the  Interrogatories 
and  did  ask  for  time  that  I  should  be  given  proper  time 
to  prepare  it.  I  want  it  clear  that  there  are  some  parties 
other  than  the  Montana  Power  Company  trying  to  go  forward 
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here,  and  that  the  constant  inferences  and  addresses 
from  the  witness  here  that  other  people  are  delaying 
is  not  the  case.  This  is  the  sort  of  thing  that  causes 
delay,  when  you  get  a  wrong  answer?  and  naturally,  I 
would  have  had  an  entirely  different  approach  as  to 
the  irrigation  properties  if  I  had  had  the  proper 
answer,  the  same  as  the  answer  on  the  stand.  In  a  sense 
it's  a  variance.  I  don't  want  to  ask  that  we  start  over 
because  of  a  variance,  which  is  one  thing  you  do  at 
trial.  I  think  the  Power  Company  and  this  witness  should 
recognize  that  other  people  have  rights  here,  and  that 
one  way  to  be  fair  is  to  answer  the  Interrogatories 
honestly  and  not  put  people  in  the  position  of  being 
misled.  Excuse  me  for  the  speech,  but  I  do  think  it's 
important  that  everyone  understand  what  kind  of  a  situa¬ 
tion  we're  faced  with  here. 

MR .  BELLINGHAM:  Let  the  record  show  I  have  no 
speech  to  give  at  this  time. 

HEARINGS  EXAMINER:  Do  you  want  equal  time? 

MR.  BELLINGHAM:  No,  let  the  record  show  I  have  no 
speech  to  give  at  this  time. 

HEARINGS  EXAMINER:  I'll  tell  you  what,  let's  take 
a  little  recess  for  a  couple  of  minutes. 

(BRIEF  RECESS) 

HEARINGS  EXAMINER:  I  guess  we're  ready  for  you 
to  proceed,  Mr.  Graybill,  with  your  cross-examination 
of  Mr.  O'Connor. 

MR.  GRAYBILL:  All  right. 
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Q  If  they  did  own  coal  there,  then  they  have  the  same  offer 
as  you,  to  create  another  coal-fired  plant  and  supply  their 
own  electrical  energy,  don't  they? 

A  Yes,  if  we  couldn't  furnish  them. 

Q  Does  the  Montana  Power  Company  intend  to  sell  the  surplus 
Colstrip  power  to  the  west?  Is  that  what  I  understood  your 
testimony  to  say? 

A  Or  to  sell  to  the  south  or  anyplace  else  where  there's  a  good 
market . 

Q  The  Montana  Power  Company  has  in  the  summertime  a  lower  load 
factor  than  some  of  the  other  companies  among  the  applicants, 
isn't  that  so? 

A  I  believe  that  is  true.  I  think  there  are  some  of  the  appli¬ 
cants  who  do  not  have  a  high  winter  peak. 

Q  Has  the  Montana  Power  Company  traditionally  sold  power  in  the 
summertime  to  the  west? 

A  Most  years,  at  least  in  the  early  part  of  the  summer,  we 
sell  power. 

Q  And  to  other  companies  in  the  Pacific  Northwest? 

A  Some  of  them. 

Q  To  some  of  the  applicants  in  this  case,  right? 

A  Sometimes. 

Q  So  it  is  true  that  the  Montana  Power,  when  its  system  can 

generate  it,  does  often  generate  more  capacity  than  is  needed 
and  that  is  transmitted  to  the  west  and  so  forth? 

A  Or  to  the  south. 

Q  Or  to  the  south  —  to  whom  do  you  sell  it  in  the  south? 

A  Oh,  we  sell  some  power  occasionally  in  the  summertime  to 
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Idaho  Power  Company,  Utah  Power  &  Light,  and  we  have  had 
power  go  as  far  as  Arizona  Public  Power. 

Q  And  to  whom  do  you  sell  it  in  the  west,  primarily? 

A  Oh,  Washington  Water  Power,  Puget  —  we  have  had  contract 

arrangements  with  both  of  those  companies.  We  have  sold 
power  and  bought  power  from  Pacific  Power  &  Light.  I  don't 
recall  that  we  have  ever  had  any  contractual  arrangements 
with  Portland,  either  buying  or  selling. 

Q  But  you  have  with  most  of  the  others,  is  that  right? 

A  Yes . 

Q  Do  you  have  any  idea  of  the  quantitv  of  power  the  Power 
Company  sells  through  the  year  to  the  west  and  the  south? 

I  am  talking  about  out-of-state  intercompany  sales. 

A  It  depends  entirely  upon  the  water  situation,  for  example, 
or  market.  We  have  had  times  when  we  had  power  to  sell  and 
couldn't  find  a  market  for  it. 

Q  In  your  exact  words  yesterday  to  Mr.  Shenker  were,  insofar 

as  the  Colstrip  3  &  4  were  concerned,  all  of  the  excess  power 
was  to  be  sold.  Is  that  true? 

A  Yes. 

Q  At  what  price  do  you  intend  to  sell  that  power? 

A  Whatever  the  market  will  afford. 

Q  What  is  the  market  for  that  kind  of  power? 

A  Well,  it  depends  on  the  season  of  the  year  and  the  need. 

In  the  spring  of  the  year  if  the  Columbia  River  is  full  of 
water  and  many  of  the  other  streams  are  full  of  water,  the 
market  will  get  pretty  slack. 

Q  What  would  the  price  be  then? 
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A  Probably  the  fuel  costs  of  some  plants,  if  you  could  get 
someone  to  shut  down. 

Q  Well,  do  you  have  an  opinion  as  to  what  that  might  be? 

A  It  would  depend  entirely  on  what  the  plant  was  and  what  the 

fuel  was. 

Q  All  right,  then,  answer  this:  can  you  tell  me  what  you  have 
in  the  past  sold  power  for  to  the  west,  to  Washington  Water 
Power  and  the  other  companies? 

A  I  think  that  probably  the  prices  range  all  the  way  from  2% 
mills  up  to  6  or  7  or  8  mills. 

Q  On  mills  to  6  or  7  or  8  mills? 

A  In  the  past  I  suspect  that  is  the  range  in  prices,  maybe 

even  less  than  2  mills. 

Q  Per  what? 

A  Kilowatt-hour. 

Q  Is  there  a  term  used  in  the  industry  to  describe  those  types 
of  power  sales? 

A  Well,  it  depends  on  the  kind  of  sale.  If  it's  just  surplus 
power  that  you  have  available  for  a  very  short  period  of 
time,  I  think  the  term  is  normally  used,  is  "dump  power." 

Q  Dump  power  —  what  is  the  price  generally  for  dump  power? 

A  That  would  be  about  the  lowest  price  of  all. 

Q  What  is  the  term  for  which  you  sell  for  a  longer  contracted 

period  of  time? 

A  That's  normally  a  "firm  power  contract." 

Q  Is  the  price  for  which  you  sell  power  to  other  power  companies 
cheaper  than  the  price  at  which  you  sell  it  to  residential 
customers? 
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A  Yes . 

Q  Is  it  cheaper  than  the  prices  at  which  you  sell  to  commercial 
customers? 

A  Yes,  sir. 

Q  Is  it  cheaper  than  the  prices  at  which  you  sell  it  to  industri 
al  customers? 

A  Sometimes  and  sometimes  more. 

Q  What  is  the  average  price  to  your  industrial  customers  in 
Montana? 

A  Well,  I'm  not  sure  what  the  average  price  to  industrial  cus- 
tomers  might  be. 

Q  Do  you  know  what  the  average  price  per  kilowatt  hour  is  on 

your  system  as  a  whole?  At  least  for  1974? 

A  I  would  guess  it  would  be  somewhere  in  the  neighborhood  of 

2,  2k  —  I  would  have  to  check. 

Q  I  want  you  to  look  at  page  12,  at  the  bottom  of  the  right 

column,  in  the  1974  Stockholders' Report  and  tell  us  what  it  is. 

A  The  average  price  per  kilowatt  hour  in  1974  was  2.46C. 

Q  Per  kilowatt  hour? 

A  Yes. 

Q  How  does  that  compare  with  the  prices  you  just  told  us  you 
intend  to  get  for  this  power? 

A  This  includes  that  power. 

Q  Yes,  I  know  it  does.  How  does  that  compare  to  the  prices 
you  just  gave  us? 

A  That  would  be  about  as  cheap  a  price  as  we  would  sell  the 
power  for. 

2  Well,  2.5  mills  is  l/10th,  roughly  — 
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A  Oh,  I  beg  your  pardon. 

Q  That's  roughly  l/10th? 

A  Right. 

Q  And  8  mills  is  roughly  l/3rd,  right? 

A  Yes. 

Q  So  the  price  at  which  you  would  sell  this  Colstrip  excess 
power  would  probably  range  from  1/10  to  1/3  of  your  average 
price  per  resident  kilowatt  hour? 

A  I  don't  think  we  would  sell  any  Colstrip  power  at  dump  prices, 
because  we  would  back  the  generation  down  before  we'd  sell  it 
at  dump  prices,  because  the  fuel  costs,  in  all  probability, 
would  be  as  high  or  higher  than  dump  power  prices. 

Q  So  taking  the  high  range  of  your  estimate,  then,  you  are 

telling  us  you  would  sell  this  whole  thing  at  something  up  to 
1/3  the  price  that  you  sell  your  average  resident  per  kilowatt 
hour? 

A  That's  what  I  would  say;  yes,  sir. 

Q  Up  to  1/3?  Now,  Mr.  O'Connor,  my  understanding  is  that  the 
Montana  Power  Company  has  currently  asked  for  a  rate  increase 
in  the  State  of  Montana. 

A  Yes,  sir,  we  have  a  rate  increase  application  pending. 

Q  And  although  I  still  haven't  got  the  figures  available,  I 
would  presume  that  the  reason  they're  asking  for  the  rate 
increase  is  because  their  revenues  don't  cover  their  expenses? 

A  And  rate  of  return. 

Q  And  rate  of  return  —  isn't  that  true? 

A  Yes . 

Q  Would  you  agree  with  me  that  selling  a  large  block  of  power  foi 
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1/3  of  the  average  price  of  power  is  not  really  going  to 
be  helpful  to  improve  the  revenue  picture  of  Montana  Power? 
Oh,  yes.  I  think  that's  much  better  than  not  selling  it  at 
all. 

But  it's  not  much  better  than  not  having  the  expense,  is  it? 
Pardon? 

In  other  words,  if  you  needed  a  rate  increase  with  a  2.46C 
revenue  per  kilowatt,  then  you're  not  going  to  be  a  whole  lot 
better  off  if  you  have  to  sell  a  lot  more  power  at  8  mills 
per  kilowatt  hour? 

You're  going  to  be  better  off  than  to  have  that  power  go 
ungenerated,  and  we  certainly  must  have  the  capacity. 

But  it's  going  to  have  a  depressing  effect  on  your  rate  — 
on  the  amount  by  which  you  are  able  to  generate  revenues  to 
cover  your  expenses,  to  capitalize  costs,  and  rate  of  return, 
isn't  it? 

It  isn't  as  good  as  2.46C. 

So  I  interpret  your  answer  to  be  that  the  price  at  which  you 
will  have  to  sell  this  power,  for  awhile,  to  the  west  is  not 
as  good  as  the  price  at  which  you  are  able  to  sell  power  now, 
taking  the  company  as  a  whole? 

I  agree  with  that. 

In  fact,  so  everyone  understands  what  you're  talking  about 
here,  your  testimony  is  that  the  power  you  would  sell  to  the 
other  applicants  — *  namely  the  excess  of  your  30%,  would  be 
sold  at  something  less  than  1/3  of  the  average  price  that 
you're  getting  for  your  power  from  other  sources? 

I  don't  know  —  based  on  the  prices  we've  gotten  in  the  past. 
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Q  Based  on  past  experience? 

A  That  would  be  true. 

Q  So  that  the  people  who  would  buy  the  excess  power,  I  take  it 
that  would  be  power  companies  in  the  west? 

A  And  the  south. 

Q  The  people  who  would  buy  this  excess  power  would  have  to  pay 
about  1/3  as  much  for  it  as  the  average  customer  for  the 
system  as  a  whole  is  now  paying  for  his  electricity? 

A  The  utility  system  that  bought  it  would  pay  roughly  1/3,  on 
present  markets. 

Q  The  Montana  Power  Company  just  put  out  a  little  pamphlet 

called,  "Answers  to  your  questions  about  the  planned  Colstrip- 
Hot  Springs  transmission  line,"  which  has  a  transmittal  of  2 
pages,  written  to  the  landowners  from  you  with  your  picture 
on  it.  I  take  it  you're  familiar  with  it? 

A  Yes,  sir. 

Q  And  in -there  you  say  that  you  recognize  that  Montana's  economy 
is  highly  dependent  upon  the  sale  of  beef,  of  grain,  of  metal, 
and  a  host  of  other  commodities.  Without  the  cash  commodities 
we  sell  out  of  state,  our  own  financial  position  would  suffer 

- "I  submit  that  the  export  of  electricity  will  contribute 

to  the  economic  health  of  Montana."  Are  you  intending  to  tell 
the  landowners  there  that  the  sale  of  power  at  1/3  the  price 
that  you  sell  it  to  them  here  in  the  State  is  going  to  somehow 
increase  the  prosperity  of  Montana? 

MR.  BELLINGHAM:  We  object  on  the  grounds  of  imprope: 
foundation.  We  think  material  such  as  this  should  be 
properly  identified  and  put  into  evidence,  after  which 
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questions  can  be  heard. 

HEARINGS  EXAMINER:  Do  you  have  another  copy  of  it? 
MR.  GRAYBILL:  No.  I  can  supply  you  with  mine. 
(NORTHERN  PLAINS  PROPOSED  EXHIBIT  NO.  1  MARKED  FOR 
IDENTIFICATION. ) 

MR.  BELLINGHAM:  What  is  the  title  to  it,  again? 

MR.  GRAYBILL:  "Answers  to  Your  Questions." 

I  suppose  the  preliminary  question  should  be,  in  what  year 
was  that  picture  taken? 

That's  what  I  was  trying  to  think  back  to. 

It's  a  nice  picture.  Mr.  O'Connor,  showing  you  what  has  been 
marked  for  identification  as  "Northern  Plains  Proposed  Exhibit 
No.  1,"  which  is  a  little  pamphlet  entitled,  "Answers  to  your 
Questions,"  which  I  referred  to  in  my  question,  you  will  see 
that  I  have  marked  the  spot  at  which  I  read,  and  I  would  like 

you  to  answer  my  question,  which  is  to  the  effect  that,  do 

\ 

you  contend  selling  electricity  to  the  power  companies  of  the 
West  at  approximately  1/3  of  what  the  rest  of  us  pay  in  the 

State  of  Montana  is  going  to  help  the  economy  of  the  State  of 

/ 

Montana? 

Yes,  I  think  it  will  help  —  not  help  as  much  as  if  it  were 
2.46C,  but  it  will  help. 

HEARINGS  EXAMINER:  Mr.  Graybill,  are  you  going  to 
offer  this  in  evidence? 

MR.  GRAYBILL:  I  think  we  will  when  I  finish  my 
questioning. 

If  you're  able  to  sell  that  power  to  those  people  at  1/3,  is 
there  any  reason  why  you  wouldn't  be  willing  to  sell  some  of 
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that  power  to  some  of  us  Montanans  at  1/3? 

A  We  do  sell  power  to  some  Montanans  at  1/3  of  what  the  average 
price  of  power  is  in  the  State  of  Montana,  and  I  do  think 
that  perhaps  we  sell  you  some  under  the  same  kind  of  contract 
arrangements . 

Q  Are  those  industrial  customers? 

A  Yes,  sir. 

Q  So  your  statement  is  that  industrial  customers  get  rates 

sometimes  as  beneficial  as  1/3  of  what  the  rest  of  us  pay  for 
electricity,  or  as  a  matter  of  fact,  since  the  2.46  is  an 
average,  I  take  it  they  get  even  better  than  1/3,  wouldn't 
they? 

A  Some  of  the  industrial  customers  have  a  rate  as  low  as  1/3 
of  that  price. 

Q  In  view  of  the  fact  the  Power  Company  is  asking  for  a  rate 
increase  in  the  State  of  Montana,  do  you  contend  that  the 
sale  of  industrial  power  at  rates  less  than  1/3  is  compensable 

A  Yes,  sir;  that  is  exactly  our  contention. 

Q  Are  you  saying  here,  publicly,  that  industrials  in  the  State 
of  Montana  can  buy  power  for  1/3  of  what  the  average  rate  is, 
because  that's  what  you  are  going  to  sell  it  to  the  West 
Coast  utilities  for? 

A  No,  those  utilities  don't  buy  it  for  that  price;  they  buy  it 
under  totally  different  delivery  conditions. 

Q  Is  it  your  testimony  that  people  are  going  to  be  able  to 

buy  power  at  that  price  in  the  State  of  Montana  after  Colstrip 
is  built? 

A  That  they  will  be  able  to  buy  it  for  that  price? 
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Q  Yes. 

A  Oh,  I  doubt  it.  I  have  some  feeling,  concerned  as  I  am  about 
it  —  i  have  some  feeling  that  power  is  not  going  to  be  that 
cheap,  either  for  industrials  or  Montana,  after  --  when  1978,  j'79 
and  ' 8  0  come . 

MR.  GRAYBILL:  I  will  offer  Northern  Plains  Proposed| 
Exhibit  No.  1  into  evidence. 

MR.  BELLINGHAM:  No  objections. 

MR.  SHENKER:  No  objections. 

HEARINGS  EXAMINER:  It  is  admitted. 

Q  Now,  Mr.  O'Connor,  we're  going  to  talk  for  awhile  about  the 

category  of  answers  you  gave  yesterday  concerning  alternatives 
to  Colstrip.  One  of  the  alternatives  you  said  that  the 
people  in  Butte  had  considered  when  they  decided  whether  or 
not  to  build  Colstrip  was  turbines,  and  I  think  you  mentioned 
yesterday  that  turbines  were  very  expensive  because  it  burned 
oil,  is  that  right? 

A  Oil  or  gas. 

Q  Of  course,  if  the  turbines  were  installed  only  to  provide 
peaking  capacity  and/or  only  to  provide  reserves  in  case  of 
a  breakdown  in  your  other  system,  you  wouldn't  have  to  buy 
much  oil  and  gas,  would  you? 

A  It  would  depend  on  how  much  peak  you  needed  and  how  much  break¬ 
down  you  had. 

Q  What  is  the  history  of  breakdowns,  can  you  tell  us?  Can  you 
tell  us  what  the  load  factor  has  been? 

A  I  think  that  in  our  coal-fired  plants  the  load  factor  has 

probably  been  less  than  80%.  On  our  hydro  plants  it  has  been 
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substantially  better  than  that,  I  suspect. 

Well,  at  80%  —  that  would  mean  you  would  only  have  to  use 
a  reserve  20%  of  the  time,  right? 

Well,  it  might  be  20%  of  the  time  on  an  annual  basis. 

So  it  might  be  possible,  then,  to  put  in  a  turbine  plant  that 
you  would  utilize  only  when  the  normal  plant  broke  down,  or 
only  on  the  few  winter  days  when  you  had  the  highest  peak. 
Isn't  that  a  possibility,  Mr.  O'Connor? 

You  would  have  to  have  them  operating  on  the  day  that  your 
peak  exceeded  your  generating  capacity,  and  on  the  day  when 
—  whether  it  was  because  they  were  broken  down  or  because 
the  loads  exceeded  their  resources. 

And  if  you  did  that,  they  wouldn't  have  to  operate  the  rest 
of  the  year,  would  they? 

I  would  hope  not. 

So  the  fact  is  that  a  turbine  plant  really  doesn't  have  to 
and  really  isn't  expected  to  operate  100%  of  the  time? 

No.  I  don't  know  bf  anyone  who  is  using  turbines  for  the 
purpose  of  generating  base  load  energy. 

Did  this  group  of  men  in  Butte,  your  engineering  department 
and  your  management  —  did  you  do  any  studies  that  would 
indicate  the  cost  of  turbine  systems  for  these  purposes, 
instead  of  building  Colstrip  Units  3  &  4? 

Yes,  attention  was  given  to  turbines  for  peaking  purposes. 

You  did  some  studies  on  that? 

Well,  I  am  sure  that  they  were  the  results  of  studies,  yes. 

Do  you  know  if  that  material  was  made  available  to  the 
Department  of  Natural  Resources? 
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I  can't  tell  you. 

You  don't  know? 

No,  sir. 

Do  you  know  the  results  of  those  studies? 

I  know  what  I  was  told  the  results  of  those  studies  were. 
Yesterday  you  mentioned  that  the  trouble  with  additional  hydro 
electric  generation  was  with  licenses  —  they  were  difficult 
to  obtain. 

We  have  had  a  good  deal  of  difficulty  with  the  hydro  we're 
trying  to  add. 

I  beg  your  pardon? 

Yes,  we're  having  a  good  deal  of  difficulty  getting  licenses 
on  the  hydro  that  we're  trying  to  add. 

You  wouldn't  argue  that  you're  having  difficulty  getting  a 
license  for  an  additional  thermal? 

No,  we're  having  difficulty  there,  too. 

All  right,  if  that's  the  case,  why  didn't  you  consider  trying 
to  get  more  hydro  licenses  at  the  same  time? 

We  were?  we  were,  at  the  same  time.  We  still  are. 

What  kind  of  licenses  are  you  trying  to  get  right  now? 

Well,  right  now  we're  trying  to  get  a  license  to  build  some 
generation  on  the  middle  reach  of  the  Snake  River  in  Idaho, 
and  at  Buffalo  2  &  4  in  the  State  of  Montana  up  on  Flathead. 
What  reasons  are  holding  you  up  in  getting  the  hydro  licenses? 
Well,  the  hydro  licenses  on  the  Flathead  River  are  basically 
being  held  up  because  these  sites  belong  to  the  Flathead  Indian 
and  the  Flathead  Indians  have  not  been  able  to  make  up  their 
mind  that  they  might  like  to  proceed  with  what  is  a  joint 
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application  for  a  license,  and  until  they  are  willing  to 
proceed,  it  is  difficult  for  us  to  proceed  unilaterally. 

Q  Isn't  the  matter  one  of  price? 

A  Not,  it's  a  matter  —  this  is  the  most  recent  discussion  we've 
had  —  it's  a  matter  of  ownership. 

Q  In  other  words ,  the  Montana  Power  Company  wants  to  own  the 
plant  and  the  Indian  Tribe  also  wants  to  own  the  plant? 

A  No,  that  isn't  the  problem  we're  having. 

Q  Well,  explain  it  to  me. 

A  Well,  the  Montana  Power  Company  is  willing  that  the  Indians 
shall  own  the  plants  and  that  we  buy  the  output,  and  we  have 
made  that  proposal  to  them.  The  Indians  want  to  own  those 
plants  and  Kerr.  They  want  Kerr  thrown  into  their  ownership; 
and  we  don't  want  to  give  up  Kerr. 

Q  How  much  generating  capacity  is  involved  in  one  of  those 
plants? 

A  Well/  264  megawatts  of  installed  capacity. 

Q  264? 

(  I  , 

A  Yes.  They  have  120  megawatts  each  of  energy. 

Q  That's  the  output? 

A  The  output,  yes. 

Q  How  much  additional  would  be  involved? 

A  240  would  be  the  output. 

Q  240  That's  about  100  less  than  either  Colstrip  1  or  2? 

A  Just  about. 

Q  Has  the  Montana  Power  Company  considered  the  savings  that 
might  be  involyed  if  that  hydro  plant,  even  with  Kerr, 

came  in,  as  against  building  Colstrip  1  and  2  and  3  and  4? 
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A  Yes,  sir. 

Q  So  it  would  be  your  testimony  that  24  0  megawatts  of  additional] 
generation  and  capacity  could  be  added  to  the  Montana  Power 
system  if  the  Montana  Power  were  to  give  Kerr  Dam  to  the 
Indians?  —  the  Flathead  Indians? 

A  And  if  we  built  Buffalo  2  and  4, 

Q  So  when  you  inferred  yesterday  that  there  was  nothing  that 
could  be  done  or  no  alternatives,  you  meant  there  were  no 
alternatives  acceptable  to  Montana  Power? 

A  Well,  I'm  sure  that  that's  involved  in  it.  There  certainly 
have  to  be  alternatives  that  are  acceptable.  We  have  no 
assurance  that  if  we  gave  the  Indians  Kerr  that  they  would 
sell  us  one  kilowatt  hour  of  power. 

Q  Well,  I  thought  you  told  me  just  a  minute  ago  that  the  trouble 
was  they  wanted  you  to  give  them  Kerr  Dam. 

A  In  order  to  proceed  to  build  Buffalo  2  &  4. 

Q  What  I  am  saying  is,  that  then  apparently  there  is  an  alterna¬ 
tive  source  of  240  —  or  it  is  available  —  megawatts  of  power 
if,  in  fact,  the  Power  Company  would  pay  that  price.  Isn't 
that  the  truth? 

A  Well,  it  would  be  available  to  somebody.  I'm  not  sure  it's 
available  to  Montana  Power. 

Q  Well,  it  would  be  available  in  the  middle  of  Montana,  wouldn't 
it? 

A  Well,  it  would  be  available  in  western  Montana,  immediately 
adjacent  to  the  Bonneville  Power  System. 

Q  And  you  did  not  mean  to  imply,  then,  yesterday,  that  there 
wasn't  that  alternative  available  to  you? 
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Oh,  there  are  alternatives  available,  indeed. 

Well,  okay.  I  wrote  down  what  you  said  yesterday,  and  you 
said  that  there  weren't  alternatives  available. 

For  Colstrip  3  &  4? 

Yes . 

No,  they  aren't  available,  because  if  we  started  tomorrow 
to  try  and  get  a  license  on  Buffalo  2  &  4 ,  by  and  with  the 
consent  of  the  Indians,  we  would  not  get  them  built  and  on 
the  line  during  that  period  of  time  that  we  would  need  Colstrij 
3  &  4.  So  they  aren't  available,  under  any  circumstances. 
Well,  they're  available  whenever  they  can  be  built,  though, 
aren't  they? 

Oh,  yes,  but  you1 re  talking  about  an  alternate  to  Colstrip 
3  &  4. 

And  in  the  sense  that  nothing  else  can  be  done  because  no 
other  plans  have  been  made,  you're  saying  that  there's  nothing 
else  that  we  can  do,  is  that  right? 

That  is  exactly  what  I  am  saying,  except  to  not  serve  the 
loads  - —  I  mentioned  that. 

I  suppose  my  questions  have  to  go  not  to  what  we  can  do  but 
what  we  should  have  done,  and  I  have  to  probe  the  planning 
end  of  when  you  went  into  this  whole  Colstrip  picture  by 
the  small  group  of  people  in  Butte  in  your  engineering  depart¬ 
ment  and  ybur  management.  Let  me  ask  you  this:  What  consid¬ 
eration  was  given  to  certain  other  methods  of  electrical 
generation  by  that  group?  Did  that  group  consider  any  solar 
energy  projects? 

Any  what? 
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Solar  energy  projects. 

No.  We  didn't  consider  any  solar  energy  projects. 

That  wasn't  considered  at  all? 

No,  sir. 

Did  you  consider  any  wind  projects? 

No,  sir. 

Are  you  aware  that  there  are  generating  facilities  now  that 
are  wind  — 

No,  sir. 

You're  not  aware  of  that? 

No,  sir;  I'm  not  aware  of  that.  There  have  been  wind 
chargers  since  I  was  a  kid.  We  ran  them  back  in  the  yard 
out  on  our  farm,  but  I  know  of  no  commercial  wind  charging 
generating  capabilities  in  the  United  States. 

Do  you  know  of  any  in  the  world? 

No,  I  don't  know  of  any  in  the  world. 

I  don't  want  to  testify  here,  but  I  think  if  you  stick  around 
you'll  hear  about  some,  and  my  question  is,  did  you  consider 
them,  and  your  answer,  since  you  didn't  know  about  them,  you 
couldn't  have  considered  them,  right? 

No.  My  answer  is  an  emphatic  no.  We  didn't. 

Even  though  you  have  known  about  a  wind  charger  all  your  life, 
and  I'm  sure  you  and  I  would  agree  Montana  has  a  surfeit  of 
wind,  nothing  was  done  to  consider  this? 

No,  sir.  We  did  not  consider  a  wind  charger. 

Are  you  familiar  with  the  fact  that  in  some  European  countries 
and  I  think  there's  one  American  city,  garbage  is  actually 
burned  to  generate  public  electricity? 
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A  In  one  American  city,  and  I'm  aware  of  an  American  city  where 
there's  an  experimental  project  of  burning  garbage  — 

Q  In  St.  Louis. 

A  St.  Louis. 

Q  Are  you  aware  that  approximately  5%  of  the  electrical  energy 
in  the  West  Germany  republic  is  generated  in  that  manner? 

A  No. 

Q  Did  you  consider  this? 

A  Burning  garbage?  No,  sir. 

Is  that  because  there's  not  that  amount  of  garbage  in  Montana?! 

A  That's  one  of  the  reasons. 

Q  Is  that  because  they  don't  have  enough  garbage  in  Portland 
and  Seattle? 

A  I  don't  know  what  their  reason  was. 

Q  You  didn't  consider  any  of  those  alternatives,  is  that  correct: 

A  None  of  the  alternatives  that  you  mentioned  there. 

Q  Isn't  it  true  that  in  some  hydroelectric  situations  plans 

have  been  made  now  to  create  reservoirs  in  part  —  and  dams  -- 
by  pumping? 

A  Yes,  sir. 

Q  Is  this  called  pumping  — 

A  I  think  it's  called  "pump  storage." 

Pump  storage  —  and  in  fact,  there's  a  pump  storage  project 
here  in  existence,  or  planned,  in  the  State  of  Wyoming,  isn't 
that  right? 

A  I  haven't  heard  of  one  in  Wyoming. 

I  guess  that's  part  of  the  Northern  —  North  Central  —  anyway 
the  Bureau  of  Rec ' s  study  —  of  course,  you  would  agree  with 
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me  that  there's  a  great  deal  of  water  available  in  the 
springtime  in  Montana? 

A  Yes . 

Q  Which  has  to  go  downstream,  right? 

A  Yes. 

Q  Because  we  don't  have  adequate  storage  facilities  for  it? 

A  That ' s  true . 

Q  And  especially  at  this  time  of  the  year  a  lot  of  water  is 
passed,  at  least,  by  the  Montana  dams? 

A  At  this  time  of  the  year  normally  we  have  spilled. 

Q  I  think  I  heard  you  say  yesterday  as  to  the  fact  that  in  the 

past  eleven  years,  at  least,  Montana  Power  had  no  project 
involving  off  river  storage  of  water.  Is  that  right? 

A  Yes,  I  don't  think  we  have  developed  any  storage  projects 
in  the  last  eleven  years. 

Q  Do  any  of  the  dams  —  I  realize  there's  a  difference  between 
storage  dams  and  hydro  dams,  a  hydro  dam  doesn't  have  to 
necessarily  store  up  irrigation  water  --  do  any  of  the  dams 
owned  by  the  Montana  Power  Company  have  a  great  storage 
capacity? 

A  Yes,  Kerr  Dam,  in  particular,  has  a  lot  of  storage  capacity. 

Q  How  does  the  Montana  Power  control  the  flow  of  water  to 
its  other  dams  that  are  now  on  the  Flathead  system,  below 
the  Kerr,  in  order  to  get  maximum  hydro  utility  out  of  them 
during  the  dry  seasons? 

A  They're  controlled  under  the  Columbia  River  Agreement,  in 
which  all  of  the  Columbia  River  generation  is  involved, 
above  and  below  Kerr. 
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Q  What  do  you  mean  by  that?  What  physical  fact  takes  place 

that  makes  it  possible  for  you  to  go  to  plants  in  drier  seasorJs 
of  the  year? 

A  Well,  there  is  one  coordinating  group  who  determines  the  flows 
of  the  river  to  make  the  greatest  utilization  of  the  water 
that's  available,  and  the  releases  out  of  Kerr,  as  out  of 
Hungry  Horse,  another  reservoir  in  Montana,  are  regulated 
under  the  terms  of  those  determinations. 

Q  Let's  take  the  Columbia  River  system.  Are  you  saying  that 

Hungry  Horse  and  Libby  —  Libby  Dam  —  I 

C. 

A  It’s  on  the  system. 

At  least  as  far  as  the  water  power  goes  it’s  on  the  Bonneville 
system  —  those  are  both  Montana  located  dams,  aren't  they? 

A  Yes,  they  are.  j 

Q  Who  owns  those  dams? 

A  They  belong  to  the  United  States  government. 

Q  Are  you  saying  that  those  dams  store  water  which  is  then 

released  to  keep  the  streamflow  constant  throughout  the  year? 

A  Not  necessarily  constant  —  to  make  the  optimum  use  of  the 
water. 

Q  To  make  the  optimum  use  of  the  water  —  and  that's  what  is 
done?  Is  that  right? 

A  Yes,  sir. 

Q  And  in  that  sense  is  it  true  that  the  whole  Columbia  Basin 
system  gains  a  great  deal  of  electrical  generating  capacity 
because  of  the  storage  capacities  of  these  two  big  Federal 
dams  in  Montana? 

A  Yes,  the  whole  system. 
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Is  that  also  because  of  Montana  Power's  Kerr  Dam? 

Yes,  sir. 

Well,  in  a  sense  Montana,  as  a  geographical  area,  already 
contributes  a  great  deal  of  electrical  generating  capacity 
in  the  Northwest  in  the  water  that  is  contained  in  those 
dams,  isn't  that  true? 

It  contributes  to  them,  you  bet. 

Does  Montana  Power  pay  the  Federal  government  money  for  the 
storage  in  Libby  and  Hungry  Horse? 

Yes,  sir.  Not  at  Libby;  we  don't  get  any  water  out  of  Libby. 
Hungry  Horse? 

Yes. 

Washington  Water  Power  downstream  uses  the  Libby  water  and 
they  have  to  pay  for  that,  is  that  right? 

I  don't  think  Washington  Water  Power  gets  any  water  out  of 
Libby.  I  think  the  Kootenai  River  goes  into  the  Columbia 
below  any  generation  that  Washington  Water  Power  has. 

I  see.  It  would  be  possibly  some  of  the  other  applicants  or 
else  the  Bonneville  systent? 

I  don't  know  of  any  one  of  the  applicants  that  have  a  dam  on 
the  Columbia  River  that  would  use  Libby  water. 

I  see.  Does  the  Montana  Power  gain  stream  control  in  any 
other  systems  than  the  Columbia  River? 

Is  there  stream  control? 

Yes. 

Yes,  there's  a  coordination  agreement  on  the  Missouri  River. 
And  with  whom  is  that  agreement? 

The  United  States  Government  and  The  Montana  Power  Company. 
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What  facility  does  the  United  States  government  contribute 
to  that? 

Canyon  Ferry. 

Does  the  Canyon  Ferry  dam  contribute  to  the  streamflow  for 
your  other  downstream  Missouri  dams? 

Yes,  sir. 

Of  course,  we  all  recognize  that  the  Department  of  the 
Interior,  Bureau  of  Reclamation  has  a  facility  at  Fort  Peck 
which  I  realize  you  have  no  dams  below,  but  others  do,  isn't 
that  true? 

The  United  States  Government  has  a  number  of  dams  below  our 
dams . 

Do  you  ever  exchange  power  to  the  east? 

There  isn't  a  great  deal  of  exchange,  but  occasionally  this 
is  done. 

So  you  might  have  benefit  from  the  fact  that  Fort  Peck  is 
there,  also,  in  that  regard? 

We  could;  it's  possible. 

And  the  point  of  this  is  that  by  impounding  this  water  in 
the  runoff,  in  the  runoffs  in  the  spring,  you  are  able  to 
make  these  dams  produce  more  power  for  a  longer  period  of 
time,  isn't  that  right? 

That's  true. 

What  plans  did  the  Montana  Power  make  as  you  get  involved  to 
increase  that  kind  of  water  source? 

Montana  Power  Company  has  no  dams,  and  no  plans  for  any  dams 
on  any  of  the  rivers  of  this  State. 

to  the  answer  is  they  have  made  no  plans  to  increase  the 
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storage  capacity? 

A  That  is  the  answer. 

Q  And  that's  for  the  entire  period  that  you've  been  with  the 
Montana  Power  Company  since  1958  or  1957,  right? 

A  That's  since  I've  been  associated  with  the  Executive  Depart¬ 
ment. 

Q  Would  it  be  your  testimony  that  there  is  no  opportunity  to 
impound  other  waters  on  either  the  Columbia  or  the  Missouri 
Basin  systems? 

A  Oh,  I  don't  know  as  I  would  go  so  far  as  to  say  there's  no 
opportunity,  but  it  would  be  a  long,  laborious  road. 

And  one  in  which  the  Montana  Power  Company  is  not  engaged  in 
any  planning  for? 

No. 

What  about  dams  on  the  river  — 

Just  a  moment.  The  Montana  Power  Company  did  plan  to  store 
some  water.  I  don't  want  the  record  to  show  that  I  said  not. 
We  had  a  reservoir  that  we  constructed  at  Colstrip  which  will 
store  waters  of  the  Yellowstone  River. 

Q  Is  that  water  going  to  be  used  to  generate  power? 

A  It  will  be  used  in  the  process  of  generation,  yes. 

Q  It  will  be  used  in  a  thermal  plant,  rather  than  a  hydro  plant, 

is  that  right? 

A  That  is  true. 

Q  So  it's  true  that  since  you've  been  associated  with  Montana 

Power,  the  Power  Company  has  engaged  in  no  plans  to  build  dams 
to  store  water  for  hydroelectric  generation? 

A  That ' s  true . 
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Now,  apart  from  dams  on  the  river,  has  the  Montana  Power 
Company  engaged  itself  in  the  planning  of  any  projects  which 
would  store  water  in  basins  or  valleys  or  reservoirs,  other 
than  the  river,  itself? 

We  have  taken  some  preliminary  looks  at  off stream  storage. 
This  is  the  sort  of  thing  that  you  have  termed,  I  think, 
pumping  reservoirs? 

No,  we  have  looked  at  both  pumping  and  off stream  storage  that 
is  not  pumping. 


Q  Which  would  be  gravity  fed? 

A  Yes,  sir. 

In  other  words,  if  you  can  find  a  reservoir  at  which  you  can 
construct  an  aquaduct,  you  can  take  off  water  in  a  high  water 
period  and  fill  the  reservoir,  and  later  feed  it  back  into 
the  river? 

Yes,  sir. 

And  increase  the  streamflow  in  a  period  when  you  need  power  -- 
When  you  need  power;  when  the  streamflow  is  low. 

When  the  streamflow  is  low,  to  make  your  generation? 

Yes. 

What  plans  have  you  made  along  these  lines? 

We  haven't  made  any  plans.  We  have  looked  at  this  possibility 
We  have  scrutinized  sites  that  the  Bureau  of  Reclamation  has 
developed  and  at  which  they've  done  some  preliminary  work  to 
see  whether  this  would  possibly  in  the  future  fit  into  some 
of  our  needs. 

And  you  do  then  agree  with  me  that  there  are  such  sites 


/_ 


available  in  Montana,  don't  you? 
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A  Yes,  indeed  there  are. 

Q  But  so  far  you  haven’t  seen  fit  to  plan  to  utilize  any? 

I  am  talking  about  the  Montana  Power,  of  course. 

A  The  answer  is  the  same  as  the  other  four  times;  we  haven't. 

Q  Mr.  O'Connor,  do  you  know  of  any  plans  to  develop  off stream 

reservoirs  by  any  of  the  other  four  applicants  to  this  site? 

A  In  Montana? 

Q  No,  in  their  own  states? 

A  I  don't  know  what  their  plans  in  their  states  would  be. 

Q  You  don't  know.  Do  you  mean  by  that  that  you  didn't  look  into 

their  plans  for  developing  additional  power? 

A  Well,  certainly,  for  developing  additional  power  —  that  isn't 
what  you  asked  me. 

Q  Well,  I'm  asking  you  now  whether  or  not  you  made  any  attempt 
to  find  out  whether  these  other  four  companies  had  made  any 
plans  that  would  lead  to  the  development  of  additional 
generation . 

A  Yes,  sir.  The  middle  reach  of  the  Snake  River. 

Q  And  whose  development  is  that? 

A  The  four  company  group  in  which  we  are  involved,  along  with 
Portland  General  Electric,  Washington  Water  Power,  Pacific 
Power  &  Light,  and  one-half  of  the  project  would  be  owned  by 
the  Washington  Public  Power  Supply  system. 

Q  How  long  has  that  project  been  planned? 

A  Since  1952. 

Q  How  many  megawatts  would  be  involved? 

A  I  think  2,700. 

Q  Has  application  been  made? 
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A  Oh,  indeed  so  —  years  and  years  ago,  when  you  and  I  were 
little  boys,  Leo. 

Q  And  that  was  made  two  or  three  times  in  two  or  three  different 
spots,  isn't  that  right? 

A  Yes,  that's  right. 

Q  It's  been  made  in  Hell's  Canyon,  it's  been  made  -- 

A  All  Hell's  Canyon. 

Q  They're  all  in  Hell's  Canyon? 

A  They're  all  in  Hell's  Canyon,  different  points  —  There's 

been  an  application  for  High  Mountain  Chief,  and  there's  been 
an  application  for  Mountain  Chief  in  Pleasant  Valley  -- 

Q  And  who  has  held  these  applications  up? 

A  Well,  the  Federal  Power  Commission,  the  environmentalists  — 
maybe  the  Federal  Power  Commission  got  a  little  prodding  from 
the  environmentalists,  I  don't  know,  but  they've  been  held 
up  by  that  and  by  Court  action.  There  have  been  a  number  of 
reasons  for  delay.  They  were  held  up  by  a  public  power  supply 
group  at  one  time  in  Washington. 

Q  Do  you  mean  to  tell  me  that  environmental  groups  and  a  Federal 
agency  have  found  plans  to  develop  additional  generating 
capacity  by  these  four  power  companies  not  to  be  in  the  best 
interests  of  the  people? 

A  The  environmentalists  apparently  found  that.  The  Federal  Powe 
Commission  hasn't  said  that. 

Q  But  they  avoided  saying  anything  since  1952? 

A  On,  no.  They've  said  several  things  since  1952.  As  a  matter 
of  fact,  they  granted  a  license  at  one  time. 

Q  Why  didn't  you  build  the  plant? 
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Because  the  environmentalists  took  the  license  to  Court,  to 
the  United  States  Supreme  Court. 

And  what  did  the  Supreme  Court  say? 

They  sent  it  back  to  the  Federal  Power  Commission  for  another 
go-around. 

In  other  words,  the  environmentalists  have  been  able  to  con¬ 
vince  the  Court  system  clear  up  to  the  U.S.  Supreme  Court  that 

/  I 

it  might  not  be  in  the  best  interests  of  the  people  to  develop 
these  power  plants  on  behalf  of  these  four  northwestern 
power  companies? 

No,  the  Supreme  Court  didn't  say  that. 

I  see;  but  they  didn't  allow  them  to  build  the  plant? 

They  sent  it  back  for  further  consideration. 

So  what  you're  saying  is  that  these  companies  —  there  are 
four  of  them? 

Four  of  them  —  there  are  four  companies  and  one-half  of  the 
ownership,  as  I  mentioned,  would  belong  to  the  nonfederal 
public  agencies. 

Name  the  four  companies  for  us. 

Pardon? 

Can  you  name  the  four  companies? 

Yes.  Portland  General  Electric  Company,  Pacific  Power  &  Light 
Washington  Water  Power  and  Montana  Power  Company. 

So  four  of  the  present  five  applicants  have  had  this  applica¬ 
tion  in? 

Yes,  sir. 

What  you're  telling  us  is  that  there  are  environmental 
reasons  why  a  plant  that  four  of  those  companies  wanted  to 
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build  has  not  been  allowed  to  be  built? 

A  Well,  the  environmentalists,  at  least,  have  opposed  the 
plant;  they  still  do. 

Q  Do  you  ascribe  to  them  the  failure  to  build  the  plant? 

A  Yes,  I  think  that  they  have  had  more  to  do  with  it  than 

anyone  else. 

Q  And  they  have  been  able  to  convince  the  courts  and  the 

Federal  Power  Commission  so  far  not  to  allow  them,  is  that 
right? 

A  Well,  at  least  nobody  has  been  persuaded  —  they  haven't 
persuaded  the  Federal  Power  Commission  to  grant  a  license 
since  the  Court  sent  it  back  to  them  for  review. 

Q  I  see.  In  other  words,  it  would  be  more  accurate  to  say  that 
four  of  the  five  applicants  here  have  been  unable  to  persuade 
the  Federal  Power  Commission  that  their  firm  plans  to  build 
a  hydro  plant  in  Idaho  should  go  forward,  even  in  view  of 
the  situation? 

A  That  is  true. 

Q  So  there  are  some  circumstances  in  Idaho,  at  least,  where 
plants  —  well,  let  me  ask  you  this:  Did  the  four  power 
companies  think  that  these  dams  were  necessary? 

A  Certainly  we  thought  they  were  necessary. 

Q  Would  they  fill  an  electrical  need? 

A  They  would  fill  electrical  needs. 

So  the  Federal  Power  Commission,  so  far,  has  not  seen  fit 
to  allow  the  four  out  of  the  five  applicants  here  to  build 
a  plant  that  they  thought  was  necessary  and  which  they've 
been  trying  to  build  since  1952? 
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A  That  is  exactly  the  situation. 

Q  And  to  fill  needs  which  obviously  have  been  developing  since 
1952,  right? 

A  Yes. 

Q  Has  there  been  a  recent  attempt  to  get  the  Federal  Power 
Commission  to  authorize  the  dam? 


A  Yes,  there  certainly  has  been. 

Q  How  recent? 

A  Probably  in  the  last  month. 

Q  And  so  far  it  hasn't  been  accomplished? 

A  No,  sir. 

Q  So  as  recently  as  now,  with  the  present  needs  that  you've 

described  here  for  this  hearing,  the  Federal  Power  Commission 
still  doesn't  feel  it's  necessary  to  build  that  dam? 

A  It  hasn't  granted  a  license. 

Q  Do  you  use  the  same  arguments  for  need  in  those  cases  that 
you  are  using  here? 

A  It's  the  same  markets  as  those  that  need  satisfying. 

Q  But  the  Federal  Power  Commission  has  not  yet  been  convinced 

that  those  markets  are  sufficiently  critical  to  allow  building 
the  dam? 

A  They  haven't  granted  the  license. 

Q  But  that  alternative  is  still  available  if  the  Federal  Power 
Commission  reverses  itself? 

A  Not  for  Colstrip  3  &  4. 

Q  Well,  let's  put  it  this  way:  That  alternative  could  create 
additional  power  generation  in  the  Pacific  Northwest,  if 
it  were  allowed? 
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Certainly. 

We're  sort  of  in  the  position  of  the  fellow  that  started 
down  the  ski  jump  —  there’s  no  real  alternative  for 


going  on  off,  is  that  what  you're  saying? 

That's  about  what  we're  up  against. 

Did  you  use  that  argument  with  the  Federal  Power  Commission? 


I  didn’t  make  any  argument  with  the  Federal  Power  Commission, 


but  there's  been  some  pretty  competent  people  who  have  been 


arguing  there  and  I  suspect  they  haven't  overlooked  that  one 
But  in  some  way  neither  you,  the  Montana  Power  Company,  nor 
those  other  companies,  the  other  four  applicants,  have  made 


any  firm  plans  for  off  river  reservoirs? 
No,  sir. 


Now,  Mr.  O'Connor,  you  said  yesterday  in  answer  to  some  ques¬ 


tions  about  a  meeting  in  Washington  with  Congressman  Melcher 
that  —  I  wrote  down  what  you  said,  "Montana  Power  will 


participate  in  a  study  of  a  coal  gasification  plant."  Is 
that  correct? 


Yes,  we  were  willing  to  participate  in  that,  yes. 


With  whom  are  you  going  to  participate  in  a  study  of  gasifica¬ 


tion? 


The  people  who  were  giving  it  consideration. 
I'd  like  to  know  who  they  are. 


I'd  be  happy  to  name  them  if  you  won't  interrupt  --  the 
United  States  Government,  the  State  of  Montana,  and  other 


utilities . 


And  who  was  there  representing  the  United  States  Government? 


There  were  a  United  States  Senator  and  two  Congressmen  of 
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the  State  of  Montana,  and  representatives  of  the  other  United 
States  Senator's  office. 

Q  Were  they  urging  that  the  gasification  plant  be  built,  or 
the  study? 

A  They  were  urging,  the  same  as  the  rest  of  us,  that  it  might 
be  prudent  to  make  the  study.  They  weren't  urging  it  to  be 
built . 

Q  Was  there  any  discussion  of  where  the  gasification  plant 
should  be  located? 

A  Oh,  there  was  some  discussion  that  it  might  be  located  at 
the  Glasgow  Air  Force  Base. 

Q  Was  there  any  discussion  that  it  be  located  anywhere  else? 

A  There  wasn't  any  discussion  at  that  meeting  that  it  be 
located  anywhere  else;  no. 

Q  Are  there  coal  fields  underlying  or  near  Glasgow  Air  Force 
Base? 

A  I  don't  think  they're  very  far  away.  I  don't  know  about 
immediately  underlying  Glasgow  Air  Force  Base,  but  there 
are  coal  fields  that  aren't  too  far  from  that,  though. 

Q  Was  there  any  discussion  about  how  the  coal  would  be  transport 
ed  to  the  plants? 

A  No,  sir. 

Q  Was  there  any  discussion  about  when  the  gasification  plant 
should  be  built? 

A  I  think  there  was  some  discussion  about  time  frames  of 

construction,  and  that  sort  of  thing,  but  there  wasn't  any 
date  set  that  anybody  thought  it  ought  to  be  built.  This 
was  to  be  determined  by  the  statute. 
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Q  This  was  a  statute  that  they  might  pass  that  would  allow  it 

Q 

to  be  built  at  Glasgow? 

A  I'm  not  sure  what  the  involvement  would  be  in  that  regard. 

I  suspect  that  it  would  take  legislation  for  the  participat¬ 
ion  of  the  State  in  this  kind  of  a  project,  although  I'm  not 
sure  about  that. 

Q  When  did  Montana  Power  first  hear  about  this  proposed  gasifica¬ 
tion  plant? 

A  Oh,  I  think  that  we  heard  about  it  early  last  winter,  some 
discussion  of  an  energy  park  at  Glasgow  which  conceivably 

f 

could  include,  among  other  things,  a  gasification  plant. 

Q  Were  you  at  all  times  since  you  heard  about  it  willing  to 
participate  in  it? 

A  Well,  I  think  that  we're  willing  to  participate  in  an  inquiry 
about  the  feasibility  and  the  advisability  of  such  a  project, 
and  I  think  at  all  times  we  would  occupy  that  posture. 

Q  Did  the  Montana  Power  Company  ever  consider  gasification 
plants  at  or  near  Colstrip  at  its  Western  Energy  Company 
mine  there? 

A  We've  not  considered  gasification  plants  at  any  specific 
location,  although  we  have  given  some  attention  to  that 
science  for  ten  years. 

Q  As  a  matter  of  fact,  in  the  last  speech  that  you  as  President 
of  the  Montana  Power  Company  made  to  the  Annual  Meeting  of 
the  Stockholders  about  a  year  ago,  June  19,  1974,  you  included 
in  your  'Speech  a  paragraph  on  the  coal  gasification  future, 
didn't  you? 

A  I  don't  have  the  speech  before  me,  but  I'll  take  your  word 
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for  it. 


Q  Don't  you  remember  what  you  said  to  the  stockholders? 

A  I've  got  a  pretty  good  idea  what  I  said,  but  I  don't  remember 
what  the  paragraph  on  gasification  said. 

Q  Well,  it  said  that  Montana  has  vast  supplies  of  low  sulfur 
coal  that  could  be  easily  mined  with  surface  mining  methods, 
and  the  technology  of  gasification  of  this  fuel  would  reduce 
it  to  a  cleaner  burning,  more  usable  product  for  development. 
Then  you  said,  "By  the  time  our  needs  suggest  the  possibility 
of  gasification  of  coal,  we  believe  that  this  science  will 
have  progressed  to  a  place  where  your  company  could  enter 
into  a  gasification  project  and  satisfy  this  market  in  that 
way .  " 

A  Yes,  sir. 

Q  By  making  that  statement  did  you  intend  to  imply  that  Montana 
Power  Company  would  participate  in  a  gasification  project? 

A  Yes,  we  would  if  the  science  developed  to  a  place  where  we 
thought  it  was  a  practical  investment. 

Q  And  as  early  as  last  winter  you  specifically  talked  about 
such  a  plant  at  Glasgow  Air  Force  Base? 

A  We  didn't  think  about  it. 

Q  But  you  participated  in  it  —  you  agreed  to  participate  in  it? 

A  We  agreed  about  two  weeks  ago  to  participate  in  it,  and  this 

was  not  on  our  suggestion;  this  was  at  the  invitation  of  some 
other  people. 

Q  But  you  say  you  knew  about  that  as  early  as  December? 

A  Yes,  we  heard  about  the  study  being  made  on  an  energy  park. 

Q  Again,  I  was  responsible  for  —  my  clients  were  responsible 
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for  asking  Interrogatory  No.  62  in  the  second  set  of  the 
applicants  to  this  hearing,  and  we  asked  the  following 
Interrogatory:  "What  plans  do  any  of  the  utilities  involved 

in  this  proceeding  have  for  the  construction  and  operation  of 
gasification  plants  during  the  next  20  years?"  The  Answer 
was  "None." 

A  The  answer  is  still  none. 

What  you  mean  by  that  is  that  although  you're  willing  to 
discuss  it  and  although  you  have  pointed  out  to  the  stock¬ 
holders  about  a  year  ago  that  you  would  enter  into  those 
types  of  projects  when  it  would  satisfy  your  market,  you 
really  haven't  developed  any  plans? 

A  That  is  true. 

Q  So  the  method  in  which  —  let  me  ask  you  this,  do  you  happen 
to  know  who  answered  Interrogatory  No.  62? 

A  No,  I  don't. 

Q  You  didn't  direct  it  to  be  answered  either  way? 

A  No . 

Q  You  didn't  personally  direct  this? 

A  No. 

Q  And  if  the  Interrogatory  and  Answer  implies  you  have  no 

gasification  interests,  then  it  misled  me  from  what  you  say 
the  Company's  real  position  is? 

A  Did  you  say  "gasification  interests"?  Or  "plans"?  You  might 
have  misled  me,  that's  the  reason  I  —  in  the  question  — 

Q  What  is  meant,  then,  by  the  answer,  in  your  judgment,  when  it 
says  "what  plans,"  you're  talking  about  blueprints  or  specific 
plans? 


Q 
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Yes,  sir.  Just  the  mention  of  the  word  doesn't  really  commit 


us . 


So  in  spite  of  the  fact  that  your  company  is  now  willing  to 
participate  in  a  study  of  a  gasification  plant  at  Glasgow, 
and  in  spite  of  the  fact  that  you  pointed  out  about  a  year 
ago  to  the  stockholders  that  you  intend  to  move  the  company 
into  that  field  when  it's  feasible,  nevertheless  you  haven't 
any  present  plans  in  the  sense  of  specific  plans? 

That ' s  true . 

Do  you  think  it's  possible  when  you  do  firm  up  your  plans 
to  meet  your  prospects  that  it  might  be  that  a  gasification 
plant  will  be  built  near  Colstrip? 

I  would  think  not.  I  don't  think  there  are  enough  coal 
reserves  that  belong  to  us,  at  least,  if  we  build  it  —  there 
are  not  enough  coal  reserves  so  that  we  would  have  adequate 
coal  to  supply  a  gasification  plant.  Conceivably,  there  is  — 
it  would  depend  on  the  size  of  the  plant. 

All  right,  another  alternative  that  you  discussed  a  little  bit 
with  Mr.  Shenker  yesterday  was  natural  gas.  It's  possible,  is 
it  not,  to  fire  boilers  by  natural  gas  to  generate  electricity' 
Oh,  yes;  it's  possible,  indeed. 

And  of  course  your  company  has  a  great  deal  of  technology 
in  the  natural  gas  field,  hasn't  it? 

Well,  we  have  some;  we've  been  in  the  gas  business  for  a  long 
time,  exploration,  transmission,  production,  utilization  — 

And  storage? 

Yes. 

And  the  principal  problem  with  natural  gas  now,  isn't  it, 
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Mr.  O'Connor,  is  that  the  Canadian  government  has  raised  the 
price  of  the  gas  that  Montana  Power  gets  to  a  very  high 
price,  isn't  that  right? 

Well,  that's  one  of  the  problems. 

What  do  you  perceive  as  the  other  major  problems? 

They've  limited  the  amount  that  they're  going  to  let  us  have. 
Canada  has? 

Yes,  sir. 

In  view  of  that,  how  do  you  explain  the  statement  in  the  1974 
Stockholders'  Report  of  Montana  Power  that  during  1974  your 
company  took  part  in  thirty-nine  exploratory  gas  wells  in 
Alberta,  and  developed  —  participated  in  fifteen  wells,  for 
a  total  of  a  net  of  12.3  additional  wells,  including  one 
successful  oil  well?  In  other  words,  in  spite  of  the  fact 
that  Canada  wouldn't  allow  the  gas  to  be  imported,  the  truth 
is  that  the  Montana  Power  has  spent  a  good  deal  of  money 
developing  gas  in  Alberta? 

Yes . 

In  1974. 

Yes. 

Does  the  Canadian  government  allow  the  Montana  Power  to  bring 
its  own  gas  into  Montana? 

They  don't  designate  whose  gas  it  is.  When  they  limit  the 
amount  of  gas  it  doesn't  make  any  difference  whether  it's 
ours  or  someone  else's. 

In  other  words,  you  can't  even  bring  your  own  gas  into  Montana 
if  they  limit  it? 

Not  without  a  permit. 
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Q  And  yet  the  Montana  Power  last  year  participated  in  a  rather 
extensive  exploratory  program  in  Canada  in  the  face  of  what 
was  happening? 

A  In  Canada?  What  was  the  question? 

Q  You  continued  to  spend  money  in  exploring,  developing  and 

making  wells  in  the  face  of  the  fact  that  the  Canadian  govern¬ 
ment  was  cutting  down  on  the  importation  of  gas  in  America? 

A  Certainly,  because  we  had  commitments  to  the  lessee  on  whose 
land  we  had  taken  leases  to  drill  those  wells. 

Q  Some  of  these  wells  are  in  the  southern  part  of  Alberta, 
aren't  they? 

A  I  think  everyone  of  the  wells  that  are  mentioned  in  the 

Canadian-Montana  operation  are  in  the  southern  part  of  Alberta 

Q  So  they  would  be  wells  produced  by  the  —  what  is  the  name 
of  that  company?  Montana  something? 

A  Canadian  Montana  Gas  Company. 

Q  Canadian  Montana  gas  Company,  Ltd. 

A  Yes,  sir. 

Q  And  of  course  that  company  is  part  of  the  regular  public 
utility  part  of  Montana  Power  Company? 

A  Yes,  sir. 

Q  So  it's  your  testimony  that  you  went  ahead  and  developed 

a  number  of  wells  in  Canada  with  public  utility  money,  even 
though  now  the  Conadian  government  is  restricting  severely 
the  amount  of  gas  that  you  can  bring  into  this  country? 

A  That's  my  testimony. 

Q  And  then  the  Altana  Exploration  is  a  separate  corporate  entity 
—  it's  a  subsidiary,  but  it's  one  that  answers  to  the  corpora 
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rather  than  the  public  utility  of  Montana  Power  Company  -- 
Yes,  sir. 

That  one  participated  in  21  new  drilling  adventures  in  Canada 
last  year,  and  has  a  net  increase  of  4  wells  plus  two  oil 
wells,  and  that  money,  if  they  made  any  money  on  those  oil 
wells,  would  go  into  the  corporate  Montana  Power  Company,  rather 
than  the  public  utility  Montana  Power? 

Yes,  sir. 

Do  you  recall  the  testimony  in  the  1963  Natural  Gas  Hearings 
held  in  Butte,  Montana? 

No. 

Well,  a  geologist  pointed  out  six  areas  Montana  that  should 
be  drilled  to  increase  the  amount  of  natural  gas  production 
of  the  State,  do  you  recall  that?  Fanshaw  was  the  witness. 

I  know  that  Jack  Fanshaw,  who  worked  for  us,  incidentally, 
until  he  reached  retirement  age,  said  that  —  and  I'm  sure 
that  was  the  hearing  —  he  felt  there  were  six  areas  that 
he  thought there  was  gas  potential  in  Montana. 

Do  you  recall  which  the  first  one  was  that  he  suggested  there 
be  drilling  at? 

I  don't  recall  any  of  the  six. 

Well,  if  I  told  you  the  first  one  was  the  Tiger  Ridge  area 
of  the  Bear  Paws,  near  North  Dakota,  would  that  recall  to  your 
mind  that  testimony? 

No,  but  I  would  take  your  word  for  that,  and  I  am  deligted  to 
hear  it,  because  you  know,  while  he's  a  great  gentleman  and  a 
great  geologist,  in  all  the  years  he  worked  for  us,  he  never 
found  one  cubic  foot  of  gas.  So  I  am  delighted  to  find  out 
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that  he  knew  where  there  was  some. 


Q  Well,  I  thought  you  might  be  delighted  enough  that  you'd  go 
back  and  look  at  the  other  five  sites  where  he  told  you  to 
look,  because  if  there's  natural  gas,  maybe  that's  where  you 
will  find  it. 

A  We  looked  at  a  lot  of  points  that  he  told  us  to  look. 

Q  And  you  also  found  a  lot  up  in  the  Tiger  Ridge  area,  right? 

A  There  was  a  lot  of  gas  discovered  at  Tiger  Ridge,  yes. 

Q  Is  the  Montana  Power  Company  expanding  its  drilling  for  natural 
gas  in  the  State  of  Montana? 

A  Yes . 

Q  So  one  possible  alternative  might  be,  if  you're  lucky  you 
might  find  more  natural  gas  in  Montana,  is  that  right? 

A  No  question  about  it,  if  we  found  enough  gas  in  Montana,  we 
can  forget  all  about  our  problems. 

Q  At  last  we've  found  an  alternative  that  might  work,  is  that 
right? 

A  Well,  at  last  we've  found  a  possibility. 

Q  Okay.  Now,  I  want  to  discuss  with  you  another  alternative  -- 
another  aspect  of  the  alternative  problem.  Let's  assume  for 
a  minute  that  we  agree  with  each  other  that  there's  a  need 
for  additional  power  in  the  Pacific  Northwest.  I  take  it  from 
what  you  said  yesterday  and  from  the  fact  that  you  said  that 
a  great  deal  of  the  power  coming  from  the  Montana  Power  Com¬ 
pany's  30%  was  going  to  be  sold  in  the  first  year  as  an  excess 
to  the  west  and  the  south,  and  I  presume  that  the  fact  that 
these  other  four  applicants,  in  fact,  are  buying  or  putting 
up  70%  of  the  total  of  3  &  4,  that  a  good  deal  of  the  need  is 


-6.QJ9LZ1 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 


in  the  Pacific  Northwest  and  not  the  State  of  Montana,  is 
that  true? 

Yes,  I  think  the  need  extends  over  the  entire  Pacific 
Northwest,  over  the  systems  that  are  involved  here. 

And  we  understand,  you  and  I,  that  when  we  talk  about  the 
Montana  Power  share  of  Colstrip,  we're  talking  about  30%  of 
Colstrip's  production? 

Yes . 

Not  the  whole  1400  megawatts? 

That's  true. 

And  that  the  other  70%  is  in  fact  destined  to  be  used  if 
it's  every  developed  or  generated  at  points  outside  the  State 
of  Montana? 

Well,  certainly  the  power  that  will  be  made  available  will 
probably  improve  the  situation  outside  the  State  of  Montana. 

I  suppose  the  Pacific  Power  &  Light  has  a  little  in  Montana, 
but  it's  largely  designed  to  be  used  for  the  needs  of  the 
development  of  the  Pacific  Northwest? 

About  60%  of  it,  yes. 

Particularly,  the  Seattle,  Tacoma  and  Portland  area  of  the 
Coast,  is  that  right? 

I  don't  know  where,  but  Portland  certainly  is  involved. 

So  it  is  your  testimony  here  that  the  need  for  Colstrip  3  &  4 
is  in  fact  a  regional  need,  not  just  a  Montana  need? 

It  is  both,  Montana  being  part  of  the  region,  but  it  is  also 
a  regional  need.  Montana  doesn't  need  it  all. 

And  in  fact  you  don't  intend  to  take  more  than  30%? 

That's  true. 
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Q  So  at  least  the  other  70%  is  going  to  be  going  outside? 

A  No,  not  that  much,  because  Pacific  does  have  a  need  for 

their  share  of  the  power  in  Montana. 

Q  I  see  —  60%. 

A  Right. 

Q  Now,  then,  what  consideration  did  this  group  of  people  who 
started  the  plant  in  Colstrip,  the  project  —  that  is,  the 
Butte  engineering  department  of  Montana  Power  and  Butte 
management  —  what  consideration  did  that  group  give  to  the 
possibility  of  siting  a  power  plant  outside  of  Montana  in 
either  Oregon,  Washington  or  Idaho? 

A  I  think  there  was  some  attention  given  to  siting  in  one  of 
those  areas.  I  know  there  was  attention  given  to  siting  in 
western  Montana,  at  least,  heading  over  closer  to  the  bottom 
of  the  ridge,  and  — 

Q  Yes,  you  mentioned  two  or  three  Montana  sites  yesterday,  but 
I  want  to  know  where  outside  Montana  you  actually  considered 
seriously  an  alternative. 

A  I  don't  know  that  an  alternative  to  Colstrip  3  &  4  was  con¬ 
sidered  outside  of  Montana.  I  wouldn't  want  to  testify  that 
it  was,  because  I  feel  that  it  probably  was  not. 

Q  As  far  as  you  know,  and  your  testimony  here  is,  that  a  site 
for  these  power  plants  which  we're  talking  about  here  was 
not  considered  outside  Montana? 

A  I  think  that  is  my  understanding. 

Q  Would  you  agree  with  me  that  these  plants  could  have  been 
built  outside  of  Montana? 

A  No. 
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Q  You  don't  think  so? 

A  No. 

Q  Then  you  disagree  with  Mr.  K.  M.  Robinson,  President  of  the 
Washington  Water  Power,  who  said  in  an  article,  who  said  to 
the  press  when  he  was  asked  by  the  Great  Falls  Tribune  on 
Thursday,  October  3rd,  1974  — 

MR.  BELLINGHAM:  We  object  to  this  line  of  inquiry 
on  the  grounds  of  improper  foundation  has  been  laid.  Mr 
Graybill  is  reading  purportedly  from  some  newspaper,  I 
would  guess,  and  we  object  accordingly.  It's  uncommon, 
immaterial,  improper  foundation. 

MR.  GRAYBILL:  Well,  it's  true  that  I'm  reading 
from  a  newspaper,  or  a  photostat  of  it.  It  says  here, 
"The  Tribune  contacted  by  telephone  — " 

MR.  BELLINGHAM:  We  object. 

MR.  GRAYBILL:  Let  the  Hearing  Officer  make  a  ruling 
the  officials  of  Washington  Water  Power  Company  and 
Pacific  Power  and  Light  Company  and  Portland  General 
Electric  Company  and  the  Utah  Power  &  Light  Company  in 
Bellevue,  Washington."  The  top  officials  of  those 
Pacific  Northwest  power  and  utilities  were  contacted  by 
the  Tribune  by  telephone  on  October  3,  1974.  My  only 
question  of  Mr.  O'Connor  is,  does  he  agree  with  a  certain 
statement  by  one  of  them.  I  don't  know  whether  he  does 
or  not. 

MR.  BELLINGHAM:  We  further  object  on  the  grounds 
of  hearsay. 

HEARINGS  EXAMINER:  I  will  sustain  the  objection. 
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MR.  SHENKER:  We'd  like  to  hear  it  out,  because 
we  think  it  may  raise  a  question  which  should  be  con¬ 
sidered  for  the  precedential  value  of  this  hearing. 

In  the  first  place,  with  respect  to  the  evidentiary 
appropriateness  of  the  offer,  as  I  understand  it,  what 
is  offered  is  a  statement  attributed  to  a  party  of  this 
proceeding,  indeed  a  President  of  a  party  to  this 
proceeding,  therefore  clearly  a  managing  officer  repre¬ 
sentative  of  the  company.  Under  those  circumstances, 
any  statement  attributed  to  such  an  individual  is  admis¬ 
sible  in  a  court  of  law  as  an  exception  to  the  hearsay 
rule,  as  an  admission  by  a  party,  whatever  the  attributio i 
source  may  be.  The  hearsay  rule,  of  course,  is  designed 
to  make  sure  that  the  folks  who  actually  make  the  state¬ 
ment  are  here  to  be  cross-examined.  The  rule  does  not 
apply  when  the  statement  is  attributed  to  a  party. 

In  the  second  place,  I  thought  that  because  we  were  under 
the  Board  of  Natural  Resources  that  those  rules  of  evi¬ 
dence  would  not  apply.  Now,  it  seems  to  me  that  the 
question  that's  being  put  at  this  time  is  the  kind  of 
question  which  I  would  like  to  put  upon  occasion, 
appropriately,  as  well,  whether  from  a  newspaper  article 
or  some  other  source,  if  we're  simply  testing  the  know¬ 
ledge  of  the  witness  as  to  a  statement.  At  that  point 
the  source  of  the  statement  is  irrelevant.  So  both  from 
a  purely  evidentiary  standpoint,  if  we  were  in  a  court 
of  law,  and  from  the  fact  that  we  are  not  in  a  court  of 
law  where  such  rules  of  evidence  are  applied,  it  seems  to 
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me  the  question  that  was  put  was  proper.  Because  I  was 
not  given  an  opportunity  to  be  heard  before  the  rule  was 
made,  I  do  not  wish  to  argue  with  the  ruling,  but  I  do 
think  it  not  inappropriate  that  I  ask  for  some  consider¬ 
ation  with  respect  to  the  ruling,  after  having  been  heard. 

HEARINGS  EXAMINER:  Go  ahead,  Mr.  Graybill.  Do 
you  want  to  comment  further? 

MR.  GRAYBILL:  Yes.  I  would  like  the  record  to  show 
that  I  ascribe  to  Mr.  Shenker 1 s  statements,  and  I'd  like 
to  make  a  further  position,  legally,  for  the  record,  that 
if  I'm  not  allowed  to  show  what  these  parties  have  of fere  1 
to  do  in  terms  of  siting,  then  I  would  expect  the  chair 
to  sustain  me  when  I  object  to  any  further  proof  of  need 
outside  the  State  of  Montana.  It  seems  co  me  that  if 
we're  going  to  talk  about  a  need  from  the  Washington 
Water  Power  Company,  then  I  ought  to  then  be  able  to  ask 
what  the  Washington  Water  Power  might  do,  and  I  ought 
to  be  able  to  ask  any  of  the  parties  what  they  understand 
the  Washington  Water  Power  Company  to  be  willing  to  do, 
and  I  do  not  know  yet  what  the  President  said,  but  if 
I  can't  put  in  what  the  President  of  the  Washington  Water 
Power  said  —  of  course,  they  may  refute  it  if  they  can 
—  and  if  I  can't  ask  the  witness  about  the  offer  of 
Washington  Water  Power  Company,  which  I  am  prepared  to 
prove  here,  then  I  would  think  that  you  would  have  to 
sustain  me  when  I  object  to  any  need  outside  the  State  of 
Montana,  and  you  would  agree  with  me  that  that's  going 
to  be  catastrophic  to  the  applicants'  case  here,  but  I 
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just  want  you  to  understand  that  if  I'm  going  to  be 
prohibited  from  putting  in  their  offers,  and  it's  a 
statement  against  interests,  in  my  judgment  —  it's  a 
lot  of  different  exceptions  to  the  hearsay  rule,  but  I 
don't  want  to  argue  your  ruling  either,  but  I  want  to 
call  your  attention  to  the  fact  that  I  then  intend  to 
move  that  we  not  allow  any  proof  of  need  from  another 
area,  because  I  have  an  offer  here  by  the  Washington 
Water  Power  President  which  is  very  material  to  the 
siting  of  this  plant,  and  all  I'm  asking  for  is  Mr. 
O'Connor's  comment  on  it. 

HEARINGS  EXAMINER:  What  is  the  President's  name? 

MR.  GRAYBILL:  His  name  is  Mr.  Robinson. 

HEARINGS  EXAMINER:  Is  he  going  to  be  a  witness? 

MR.  GRAYBILL:  A.  M.  Robinson. 

MR.  BELLINGHAM:  No,  sir. 

MR.  GRAYBILL:  I'm  not  even  going  to  have  an  oppor¬ 
tunity  to  ask  him  personally.  I  guess  I  can't  subpoena 
him  into  the  State  without  bringing  in  that  malarkey  of 
going  through  State  courts. 

MR.  BELLINGHAM:  We  won't  let  him  in  anyway,  under 
our  rules.  I  would  like  to  say  something. 

HEARINGS  EXAMINER:  Mr.  Bellingham. 

MR.  BELLINGHAM:  Mr.  Graybill,  yes,  we  agree  that 
it  could  well  be  a  statement  or  an  admission  against 
interests,  and  thus  could  possibly  —  and  I  say  possibly, 
and  underline  that  —  constitute  an  exception  to  the 
hearsay  rules.  But  this  is  normally  brought  about  when 
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you  have  the  person  who  heard  the  statement  made  in  the 
courtroom  having  raised  his  right  hand  and  swear  to 
tell  the  truth  and  then  given  the  opportunity  to  inter¬ 
rogate  him  upon  cross-examination.  Now,  I  find  it 
rather  difficult  to  interrogate  the  author  of  this 
article  on  the  basis  of  some  newspaper  article.  He  is 
not  in  the  courtroom;  he  will  not  appear.  It  is  something 
that's  entirely  beyond  the  purview  of  the  hearsay  rule, 
and  I  don't  care  how  much  our  rules  are  relaxed,  this 
is  something  that  obviously  has  no  place  in  this  hearing, 
either  in  a  court  or  a  hearing  of  this  type.  If  this 
type  of  material  is  allowed  to  go  in,  it  opens  the  door 
for  every  possible  type  of  material  from  newspaper  articles 
that  have  been  gleaned  for  the  last  twelve  months  and 
more,  for  and  against  Colstrip.  It  can  be  allowed  every 
item  on  the  editorial  page,  whether  it's  an  editorial 
or  a  letter  to  the  editor  —  do  you  agree  with  this 
statement  made  by  such  and  such  by  so  and  so  that 
somebody  sent  in  to  a  newspaper.  It  can  apply  to  every 
article  that's  ever  been  produced  relative  to  any  of  the 
side  issues  that  we  have  here  at  Colstrio.  In  fact,  it's 
just  unlimited  as  to  what  could  be  allowed  under  a  ruling 
if  this  type  of  evidence  is  allowed  to  be  offered. 

HEARINGS  EXAMINER:  Do  you  have  anything  more? 

MR.  GRAYBILL:  Yes,  I  do.  I  can  understand  Mr. 
Bellingham's  concern,  because  I  think  the  President  of 
Washington  Water  Power  has  made  a  devastating  statement 
here  to  their  position,  but  the  concept  that  I  somehow 

_ -616-  _ 


r 


C 


28 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


can't  question  public  statements  made  by  the  President 
of  Washington  Water  Power  Company  at  a  hearing  of  this 
sort,  I  think  is  unfortunate.  Nov  to  get  around  the 
thing,  I  am  going  to  offer  in  evidence  Northern  Plains 
Proposed  Exhibit  No.  2,  which  purports  to  be  a  clipping, 
a  photostat  of  it,  and  if  necessary,  I  can  eventually 
get  the  Tribune  to  give  me  a  —  I  am  perfectly  willing 
to  have  it  verified  later  on  — 

MR.  SHENKER:  We  have  a  stipulation  that  copies  are 
acceptable . 

MR.  GRAYBILL:  Yes.  This  particular  clipping  is 
from  the  Great  Falls  Tribune,  Thursday,  October  3,  1974. 
It  meets  the  objection  of  Mr.  Bellingham  because  it 
names  the  Tribune  reporter,  and  that  Tribune  reporter 
is  still  in  Great  Falls,  and  he  can  subpoena  him  if  he 
wants  to  and  bring  him  here  to  question  whether  he  wrote 
down  what  he  correctly  heard,  but  I  would  offer  in 
evidence  this,  and  then  when  it's  in  evidence,  I  can 
ask  Mr.  O'Connor  if  he  agrees  with  it.  That's  all  I 
want  to  know. 

HEARINGS  EXAMINER:  Do  you  have  any  other  newspaper 
clipping  you  intend  to  use  in  the  course  of  your  cross- 
examination? 

MR.  GRAYBILL:  I'm  certain  that  I  do,  but  I  don't 
know  what  they'd  be  at  the  moment,  but  I  certainly  don't 
intend  to  limit  myself  if  I  find  an  item  that  some  wit¬ 
ness'  testimony  seems  to  touch  upon;  I  would  think  it 
would  be  perfectly  competent  to  ask  them  what  they  think 
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of  it. 


MR.  BELLINGHAM:  Sir. 

HEARINGS  EXAMINER:  Yes,  Mr.  Bellingham. 

MR.  BELLINGHAM:  I  further  move  to  strike  Mr. 
Graybill's  gratuitous  comment  that  it's  a  devastating 
comment  apparently  made  by  the  President  of  Washington 
Water  Power.  I  feel  that  this  type  of  an  argument  has 
no  place  at  this  point  of  this  hearing.  I'd  like  further 
to  mention  the  fact  that  as  I  recall  somewhere  during  the 
proceedings,  in  one  of  the  many  pretrial  conferences 
we  had  relative  to  the  delay  of  this  action,  the  question 
arose  as  to  whether  or  not  articles  were  going  to  be 
allowed  to  be  read  without  the  author  being  present,  and 
I  may  be  wrong,  but  it's  my  recollection  that  it  was  the 
feeling  —  and  whether  an  order  was  entered  or  any  type 
of  a  decision  was  actually  made,  I'm  not  certain  --  but 
I  recall  to  the  best  of  my  ability  that  the  comment  was 
at  least  made  that  it  was  certainly  questionable  that 
such  items  should  be  allowed  to  be  presented  in  evidence. 
I  think  that  was  before  the  present  Hearings  Examiner, 
as  I  recall,  and  I  think  this  even  goes  beyond  the  pale 
of  an  article  or  a  thesis  written  about  the  subject. 

This  is  nothing  more  than  a  newspaper  article  based  upon 
some  comment  that  somebody  has  made  down  the  line.  Now 
to  require  us  to  subpoena  the  author  of  that  article, 
the  writer  of  that  article,  is  certainly  not  fair,  under 
any  circumstances. 

MR.  GRAYBILL:  It  isn't  somebody;  it's  the  President 
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of  one  of  the  five  applicants  here,  and  he  made  it  to 
one  of  the  two  big  newspapers  in  the  State  of  Montana. 

He  made  it  about  this  subject  that  we're  now  involved  in,| 
and  I  think  your  actions  lead  me  to  believe  you're  per¬ 
fectly  familiar  with  it  — 

MR.  BELLINGHAM:  I'm  not;  I've  never  seen  it.  You 
won't  let  me  look  at  it  now. 

MR.  GRAYBILL:  Because  you  don't  want  it  in  —  I  am 
going  to  offer  this.  Does  the  Hearings  Officer  want  to 
see  it? 

HEARINGS  EXAMINER:  As  I  understand  the  rule,  counsel 
is  entitled  to  see  anything  that  is  offered  before  they 
make  their  objections. 

MR.  GRAYBILL:  Well,  now  he  can  look  at  it. 

MR.  BELLINGHAM:  Thank  you  very  kindly. 

HEARINGS  EXAMINER:  Is  your  understanding  different 
on  that? 

MR.  GRAYBILL:  I  am  perfectly  willing  to  let  him 
see  it,  sir. 

HEARINGS  EXAMINER:  Mr.  Shenker  —  this  always 
happens  at  a  quarter  to  5:00. 

MR.  SHENKER:  I  thought  you  wanted  a  comment  on 
my  understanding  as  to  what  the  previous  discussions  were 
with  respect  to  articles.  In  the  first  place,  my  under¬ 
standing  is  that  that  discussion  preceded  the  ruling 
with  respect  to  what  rules  of  evidence  apply  here,  at 
a  time  when  they  were  looking  specifically  at  the  Model 
Rules  of  Evidence,  and  the  Model  Rules  of  the  Attorney 
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General  with  respect  to  Administrative  Procedures  and 
with  respect  to  the  Administrative  Procedures  Act,  and 
their  references  to  the  statutory  common  law  rules  of 
evidence.  In  the  second  place,  the  substance  which 
was  discussed  as  I  recall  it  was  that  if  articles  are 
going  to  be  offered  in  evidence,  the  authors  of  those 
articles  should  be  available  for  cross-examination.  We 
didn't  get  to  the  point  of  discussing  who  had  to  call 
the  article's  author,  or  whether  that  person  had  to  be¬ 
come  available  through  subpoena  or  some  other  means. 

But  the  last  point  I  wanted  to  make  is  really  unrelated 
to  Mr.  Bellingham's  bringing  up  of  this  earlier  discussioj 
on  articles.  It's  with  respect  to  the  reason  that  I'm 
on  my  feet  addressing  this  issue.  Obviously,  I  don't 
know  what  the  point  is  that  Mr.  Graybill  wants  to  make 
in  this  particular  line  of  inquiry  at  the  moment;  that's 
not  what  I'm  addressing.  I'm  addressing  something  that 
I  think  may  have  some  precedential  concern,  assuming 
consistency  of  the  rulings  of  these  hearings.  This  is 
a  question  put  to  a  witness  with  respect  to  the  witness' 
knowledge,  and  I  think  that  such  a  question  is  properly 
put  when  the  witness  who  is  here  is  here  as  a  full 
representative  of  a  party  to  this  proceeding. 

HEARINGS  EXAMINER;  I  think  that  the  rule  under 
contested  case  proceedings  in  the  Model  Rules  says  that 
the  party  shall  have  the  right  to  conduct  cross-examinatic|n 
for  a  full  and  true  disclosure  of  facts,  including  the 
right  to  cross-examine  the  author  of  any  document  prepared 
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by  anyone  for  the  use  of  the  agency  or  offered  into 

evidence.  I  would  assume  that  in  your  case-in-chief 

3 

if  you  offer  something  you  would  have  the  right  to 

4 

put  it  into  evidence  or  the  right  to  cross-examine  the 

5 

author . 

6 

MR.  SHENKER:  Those  rules  don't  apply,  as  I  under¬ 

7 

stand  the  order  of  the  Hearings  Examiner  in  these 

8 

proceedings . 

9 

HEARINGS  EXAMINER:  Well,  we're  trying  to  follow 

10 

some,  I  guess,  or  there  wouldn't  be  any  point  to  the 

11 

objections,  and  so  forth.  We  have  to  have  some  rules. 

12 

In  this  particular  case,  it  would  be  my  view  and  since 

13 

the  date  and  place  of  the  article  and  the  comments  that 

#>  14 

15 

are  made  would  be  to  let  it  go  into  evidence  and  call  this 

party  if  you  have  the  necessity  for  it,  because  it  seems 

16 

to  me  the  damage  is  probably  more  severe  by  what's  being 

17 

said  than  what  the  article  says,  if  it  can  be  explained. 

18 

) 

19 

He  has  already  stated  he  doesn't  know. 

MR.  BELLINGHAM:  I  might  say  I've  just  been  informed 

20 

that  the  person  who  purportedly  made  the  statement  is  out 

21 

of  the  country  and  is  not  available.  He's  not  with  the 

22 

company  any  more,  either. 

23 

MR.  GRAYBILL:  Well,  I  don't  suppose  it's  meaningful. 

24 

but  that  seems  to  me  to  be  an  unnecessary  gratuity,  too. 

25 

HEARINGS  EXAMINER:  Mr.  Graybill,  how  much  more 

26 

cross-examination  do  you  have  of  Mr.  O'Connor? 

^  27 
28 

MR.  GRAYBILL:  Quite  a  bit. 

HEARINGS  EXAMINER:  Are  you  going  to  be  finished  by 
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by  5:00? 


MR.  GRAYBILL:  No,  I'm  not,  your  Honor. 

HEARINGS  EXAMINER:  I  will  reserve  any  ruling  on 
this.  I  have  already  ruled,  but  I  might  reverse  myself, 
as  I  so  often  did.  Can  you  continue  with  some  other 
part  of  your  cross-examination? 

MR.  GRAYBILL:  Surely. 

MR.  MELOY :  Mr.  Davis,  may  I  contribute  to  this? 

HEARINGS  EXAMINER:  I  don't  know  any  reason  why  not; 
you're  a  local  boy.  (Laughter) 

MR.  SHENKER:  Does  that  mean  a  voice  from  Dillon? 

HEARINGS  EXAMINER:  It  carries  a  certain  amount  of 
weight.  Go  ahead,  Mr.  Meloy. 

MR.  MELOY:  I  would  just  point  out  to  the  Hearings 
Examiner  when  he  makes  his  deliberation  to  be  sure  and 
look  at  the  section  of  the  Siting  Act  which  is  very  clear 
on  the  question  of  receiving  siting  investigations 
reports  or  other  documentary  evidence  any  party  wishes 
the  Board  to  consider.  Section  70-809  in  very  specific 
part  pertains  to  the  question  of  permitting  the  receipt 
of  any  segments,  any  investigation,  any  reports  or  other 
documentary  evidence  which  any  party  wishes  the  Board  to 
consider,  and  it  would  seem  to  me  that  a  news  report 
would  certainly  quality  as  a  report.  That  language  is 
very  broad. 

HEARINGS  EXAMINER:  Can  I  have  a  copy  of  that?  Can 
we  get  a  copy  made  of  that  by  somebody  so  that  I  can  take 
it. 
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MR.  GRAYBILL:  Yes,  we'll  get  a  copy,  your  Honor. 

HEARINGS  EXAMINER:  Very  well,  let's  continue  with 
your  cross-examination. 

Q  (Mr.  Graybill  resuming)  All  right,  let's  leave  the  west  and 
look  to  the  east  for  a  minute.  You  testified  yesterday  in 
answer  to  some  questions  by  Mr.  Shenker  that  coal  from  the 
Colstrip  area  was  going  to  Wisconsin,  and  I  think  you  also 
said  someplace  else  which  what  I  had  in  mind  was  Illinois, 
is  that  right? 

A  No,  Minneapolis-St .  Paul. 

Q  Minneapolis-St.  Paul? 

A  On  a  long  term  contract  basis. 

Q  In  other  words,  coal  from  Colstrip  is  now  going  to  Wisconsin 
and  Minnesota? 

A  Yes. 

Q  Do  you  have  any  idea  what  the  coal  is  being  used  for  there? 

A  Yes,  steam  —  it's  used  for  coal-fired  steam  generating  plants 

Q  In  other  words,  it's  perfectly  possible  to  load  the  Colstrip 
coal  onto  railroad  cars  and  take  it  to  the  state  of  Wisconsin 
and  burn  it? 

A  Yes . 

Q  And  they  are  even  able  to  take  it  into  Minnesota  and  burn  it? 

A  Yes,  sir. 

Q  And  they  create  electrical  energy  at  those  two  points? 

A  Yes,  sir. 

Q  And  I  take  it  that  electrical  energy  is  used  in  the  Twin 

Cities  area  for  one  and  in  the  Milwaukee  or  Madison  area  for 


another? 
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Well,  I  don't  think  in  the  Milwaukee  area,  but  immaterially, 
it's  used  in  Wisconsin. 

Where  they've  had  a  bad  experience  controlling  electrical 
loads? 

Yes . 

And  the  coal  has  been  taken  to  the  load  center,  is  that  right?] 
It  has  in  those  two  cases. 

And  then  it's  burned  there,  and  are  the  plants  that  it's 
burned  in,  to  your  knowledge,  somewhat  similar  to  the  Colstrip| 
plants? 

Very  similar. 

They're  thermo —  in  other  words,  the  coal  is  burned  to  heat 
water,  and  the  water  turns  the  turbines  and  generates? 

The  steam  turns  the  turbines. 

Is  there  any  reason  that  more  of  the  Colstrip  coal  couldn't 
be  used  in  the  same  manner  in  a  westerly  direction? 

Yes,  there's  some  pretty  good  reasons. 

In  other  words,  it  can  be  done  eastward,  but  it  can't  be 
done  westward? 

Well,  it  can  be  done,  but  it  is  not  nearly  as  appetizing 
westward  as  it  is  eastward. 

It  is  possible  physically  to  put  it  on  railroad  cars  and  move 
it  to  the  west? 
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r 
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A  Why,  of  course. 

Q  And  it  could  be  moved  into  the  Seattle-Tacoma-Portland  load 
centers  and  burned  there? 

A  Physically? 


Physically . 
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Yes,  it  could  be  done. 

And  just  as  they  built  thermo  plants  in  Minneapolis-St .  Paul 
area  and  in  Wisconsin,  they  could  construct  thermo  plants 
at  load  centers  in  Seattle-Tacoma  and  Portland? 

That's  right;  physically,  that  could  be  done. 

What  consideration  did  this  group  in  Butte  —  I'm  talking 
about  the  Montana  Power's  engineering  department  and  the 
management  team  of  the  Montana  Power  Company  —  what  consider¬ 
ation  did  they  give  to  moving  coal  to  the  Coast? 

They  didn't  have  any  market  for  coal  on  the  Coast. 

You  didn’t  have  any  market  for  electricity  on  the  Coast,  eithe 
did  you? 

We  didn ' t ;  no . 

So  there  isn't  any  point  in  the  Montana  Power's  management 
moving  that  coal  to  the  Coast,  is  there? 

No,  we  wouldn't  have  much  use  for  it  on  the  Coast  unless  we 
could  sell  it  to  somebody. 

Did  you  try  to  sell  it  to  somebody  on  the  Coast? 

Well,  we  had  some  discussions  with  Portland  General  Electric 
Company  about  coal. 

What  were  those  discussions? 

The  discussions  were  about  the  quality  of  the  coal  and  the 
possible  price  and  how  much  it  would  cost  to  move  it,  and  we 
came  to  the  conclusion  that  we  were  not  competitive,  so  we 
didn't  bit  on  it. 

The  quality  of  the  coal  is  sufficiently  good  to  burn  in  these 
kinds  of  plants,  isn't  it? 

It  will  burn,  you  bet. 
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Q  Because  that's  what  you  are  doing  in  Wisconsin? 

A  Surely. 

Q  And  you  say  you  weren't  competitive?  Was  there  a  way  that 
the  Portland  General  people  could  buy  coal  cheaper  somewhere 
else? 

A  Well,  by  the  time  they  got  it  burned  they  got  it  cheaper, 
indeed. 

Q  Somewhere  else? 

A  Somewhere  else. 

Q  So  in  other  words,  if  we  slid  off  Portland  General's  alterna¬ 
tives  from  the  Montana  Power's  alternatives,  it  appears  that 
there  were  other  alternatives  available  to  Portland  General 
--  namely  that  they  could  buy  coal  cheaper  somewhere  else. 

A  And  they  are  doing  it  and  building  a  coal-fired  generating 
plant  for  their  system. 

Q  So  some  of  the  needs  that  they  had  initially  thought  of  here 
are  going  to  be  met  by  another  plant? 

A  No,  not  the  needs  that  they  thought  of  here  —  other  needs, 
additional  needs. 

Q  Additionalneeds  — Is  the  other  plant  going  to  be  built  before 
Colstrip? 

A  Well,  at  the  rate  we're  going,  I  think  so. 

Q  Is  there  any  reason  that  the  other  plant  couldn't  be  made 

) 

bigger? 

A  I  don't  know  anything  about  the  design  of  the  other  plant. 

I  would  assume  that  it  could  be  made  larger. 

Q  Do  you  have  any  real  knowledge  of  your  own  on  whether  or  not 
the  needs  of  Portland  General  are  going  to  be  met  by  the 


1 

plant  you  described  to  be  built  in  Oregon  are  different 

) 

2 

needs  from  the  needs  you  understand  they  are  going  to  meet 

3 

at  Colstrip? 

4 

A  I  have  an  understanding  of  what  Portland  General's  total  needs 

5 

are,  and  it  will  take  both  the  plant  in  Oregon  and  their 

6 

share  of  Colstrip  to  meet  those  needs. 

7 

Q  Do  you  know  of  any  reason  why  Portland  General  couldn't  put 

8 

two  plants  in  Oregon? 

9 

A  No,  I  don't  know  of  any  reason  why. 

\  10 

Q  In  other  words,  you  agree  with  me  that  there  are  alternatives 

1  h 

>  1 
11 

available  to  meet  Portland  General's  needs? 

12 

A  Not  during  this  period  of  time  that  we  are  considering 

13 

Colstrip  3  &  4  to  fulfill. 

4»  14 

Q  But  within  whatever  period  of  time  they  might  need  to  build 

y 

15 

a  second  plant  in  Oregon? 

16 

A  Oh,  it  is  possible  to  build  coal-fired  plants  in  Oregon. 

17 

Q  So  Portland  General's  need  is  a  temporary  need  and  not  a 

18 

permanent  one? 

19 

A  Oh,  I  don't  believe  that  is  true  at  all.  I  think  that  a  need 

20 

that  develops  on  their  system  in  the  years  1978-1982  becomes 

21 

a  permanent  need.  They  don't  just  build  it  for  that  four 

22 

years . 

23 

Q  But  if  they  wanted  to  build  a  second  plant  in  Oregon,  that 

24 

would  void  the  need  after  the  first  four  years,  right? 

25 

A  if  they  could  get  by  for  the  early  years  until  they  got  another 

26 

one  built?  Yes. 

A  27 

Q  So  the  fact  of  the  matter  is  that  at  least  as  far  as  Portland 

'!? 

28 

General  is  concerned,  there  is  another  way  out,  and  that  is  to 
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suffer  a  temporary  need  and  then  build  two  plants  in  Oregon. 
That  could  very  well  be.  I  don't  know  what  Portland's 
position  on  that  would  be. 

And  as  far  as  you're  concerned,  you  being  Western  Energy, 
would  sell  them  coal  if  they  wanted  it  at  that  time? 

What? 

You  would  sell  them  coal  if  they  wanted  it? 

If  they  wanted  to  buy  it  we'd  sell  it  to  them. 

And  if  they  would  pay  you  a  price  at  which  you  could  make 
a  profit  that  you  wanted? 

Yes,  sir. 

Is  there  any  reason  that  you  know  of  that  Puget  Sound  couldn't 
build  a  plant  in  Washington  that  burned  coal? 

No,  there  is  no  reason  that  I  know  of  why  Puget  Sound  couldn't 
build  a  plant  in  Washington  to  burn  coal  or  kindling  or  any¬ 
thing  else. 

Well,  without  being  facetious  about  it,  Mr.  O'Connor,  the  fact 
of  the  matter  is  that  these  plants  could  be  built  on  the 
West  Coast  — 

From  a  physical  standpoint  it's  certain  these  plants  could  be 
built  on  the  West  Coast,  as  far  as  I  know,  and  it  is  physicall 
possible  to  ship  coal  to  the  West  Coast. 

And  it  is  physically  possible,  then,  to  meet  the  needs  that 
you  have  described  that  these  other  companies  have  at  least 
at  some  time  in  the  future,  right? 

At  some  time  in  the  future,  if  plants  were  built  on  the  West 
Coast,  they  would  satisfy  those  needs. 

So  I  suppose  it's  not  necessary  for  me  to  go  through  the  step- 
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by-step  questioning  to  prove  that  you,  yourself,  have  trans¬ 
ported  coal  to  Billings  to  the  Corette  plant  by  rail,  isn't 
that  a  fact? 

A  We  do;  we  ship  coal  to  Billings  to  the  Corette  plant. 

Q  The  fact  of  the  matter  is  that  even  the  Montana  Power  Company, 
the  owner  of  the  Western  Energy  Company,  has  the  technology  wi 
which  to  move  coal  by  rail,  hasn't  it? 

A  Yes,  sir. 

Q  And  you're  familiar  with  loading  practices;  you're  familiar 
with  railroad  practices;  you're  familiar  with  unloading 
practices;  you  run  a  railroad  either  of  your  own  or  in 
conjunction  with  Burlington-Northern  to  get  that  coal  right 
now  to  points  some  miles  down  the  line  and  burn  it  in 
Billings,  don't  you? 

A  Yes,  sir. 

Q  So  from  a  technology  point  of  view,  there  is  no  lack  of 

technology  in  your  company  to  move  coal  by  rail  to  a  thermo 
plant  on  the  Coast? 

A  No,  there's  nothing  technologically  impossible  about  that. 

HEARINGS  EXAMINER:  I  think  we're  running  out  of 
tape,  so  if  no  one  objects,  we  will  adjourn  until  9:00 
in  the  morning. 

(RECESS,  5:00  P.M.) 
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